
STATE OF CALIFORNIA STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY 
8'T'AYE C F CA.LtFQRNIA 

2000 EVERGREEN STREET, SUITE 250 
SACRAMENTO, CA 95815-3832 
TELEPHONE: (916) 263-3680 
FACSIMILE: (916) 263-3675 

de:a 
DEPARTMENT OF CONSUMER AFFAIRS 

WEB ADDRESS: http:llwww.dca.ca.gov/cba 

DEPARTMENT OF CONSUMER AFFAIRS 
CALIFORNIA BOARD OF ACCOUNTANCY 

FINAL 
MINUTES OF THE 

FEBRUARY 25, 2008 


BOARD MEETING 


Marriott Courtyard Sacramento Cal Expo 

1782 Tribute Road 


Sacramento, CA 95815 

Telephone: (916) 929-7900 

Facsimile: (916) 576-6621 


I. Call to Order. 

President Donald Driftmier called the meeting to order at 9:30 a.m. on Monday, 

February 25, 2008, at the Marriott Courtyard Sacramento Cal Expo and the meeting 

adjourned at 12:24 p.m. 


Board Members February 25. 2008 


Donald Driftmier, President 9:30a.m. to 12:24 p.m. 

Robert Petersen, Vice President 9:30a.m. to 12:24 p.m. 

Rudy Bermudez, Secretary-Treasurer 10:09 a.m. to 12:24 p.m. 

Sally Anderson 9:30a.m. to 12:24 p.m. 

Richard Charney 9:30 a.m. to 12:24 p.m. 

Angela Chi 9:30a.m. to 12:24 p.m. 

Lorraine Hariton Absent 

Leslie LaManna Absent 

Bill MacAioney Absent 

Marshal Oldman 9:30a.m. to 12:24 p.m. 

Manuel Ramirez 9:30a.m. to 12:24 p.m. 

David Swartz 9:30a.m. to 12:24 p.m. 

Lenora Taylor 9:30a.m. to 12:24 p.m. 

Stuart Waldman Absent 


Staff and Legal Counsel 


Patti Bowers, Chief, Licensing Division 

Paula Bruning, Office Technician 

Don Chang, Supervising Senior Staff Counsel, Department of Consumer Affairs 

Dominic FranzelIa, Peer Review Analyst 

Scott Harris, Deputy Attorney General, Department of Justice 

Greg Newington, Chief, Enforcement Program 
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Deanne Pearce, Exam and RCC Manager 

Dan Rich, Assistant Executive Officer 

Carol Sigmann, Executive Officer 

Theresa Siepert, Manager, Administration Division 

Jeanne Werner, Deputy Attorney General, Department of Justice 


Committee Chairs and Members 

Harish Khanna, Chair, Administrative Committee 

Tracy Garone, Chair, Qualifications Committee 


Other Participants 

Bruce Allen, California Society of Certified Public Accountants 
G.V. Ayers, Senate BP & ED Committee 
James Brackens, American Institute of Certified Public Accountants 
Conrad Davis, California Society of Certified Public Accountants 
Mike Duffey, Ernst & Young LLP 
Michelle Elder, Society of California Accountants 
Kenneth Hansen, KPMG LLP 
Ed Howard, Center for Public Interest Law 
Linda McCrone, California Society of Certified Public Accountants 
Carl Olson 
Richard Robinson, E&Y, DT, PWC, KPMG 
Gregory Santiago, Legislative Analyst, Department of Consumer Affairs 
Hal Schultz, California Society of Certified Public Accountants 
Phil Skinner, Center for Public Interest Law 
Jeannie Tindel, California Society of Certified Public Accountants 
David Tolkan, Society of California Accountants 
Mike Ueltzen, California Society of Certified Public Accountants 
Kitty Williamson, Deputy Director, Administrative Support Services, Department of 

Consumer Affairs 

II. Board Minutes. 

It was moved by Mr. Swartz, seconded by Ms. Anderson, and carried 
unanimously to adopt the draft Board minutes of the January 17 - 18, 2008. 
Mr. Bermudez was temporarily absent. 

Ill. Report of the President. 

Mr. Driftmier welcomed the group and introduced Mr. Don Chang, Supervising 
Senior Counsel for the Department of Consumer Affairs, and indicated he was 
filling in during Mr. Ritter's absence. 

A. Mobility Resolution. 

Mr. Driftmier talked about the reasons he developed the Mobility Resolution 
{see Attachment 1). He stated that there is not a lot of positive media attention 
given to CPAs as there is to doctors and lawyers. He added that he is a 
member of a Board of Directors of a major southern California hospital. As a 
corporate Board, they hire auditors to audit the hospital. Due to Sarbanes
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Oxley rules, he indicated that he is often called upon as a licensed CPA to be 
the financial professional on the audit committee. Although his peers on the 
Board are intelligent individuals, they defer to the CPAs on the Board the in
depth discussions about the audit report. The non-CPA members do not 
understand what that report does and how it affects the hospital. He indicated 
that he believes that the members of the Legislature have similar issues. 
Unless they are a licensee, or in a business that regularly interfaces with an 
accountant, there is not a lot of interplay about what CPAs do. 
Mr. Driftmier stated that CPAs make the headlines if they make mistakes, but 
beyond that, he believes that the resolution approach to what the Board is trying 
to accomplish in legislation would be a simple way to historically layout where 
the Board was, where it has been, and what it is trying to accomplish. 

Mr. Driftmier explained that all CPAs have to proceed through an education 
process, which is universal and the movement is toward substantial 
equivalency. The Board has a long history of accepting educational credits from 
institutions outside of California. He noted that the issue is accreditation and 
the Board had addressed that. Mr. Driftmier additionally stated that all boards 
offer the computer-based examination that is offered many times each year by 
the AICPA. 

Mr. Driftmier reported that after the Board had looked at what other states have 
done, and at the National Association of State Boards of Accountancy (NASBA) 
along with the Uniform Accountancy Act (UAA), it appeared that there can be a 
uniform way to operate as a licensed professional that is similar to the education 
and examination processes. He noted that these issues summarize what the 
Board is trying to do with non-notification for all states, and have all jurisdictions 
perform their professional diligence and work with consumers and licensees to 
have multi-state and global practices. Mr. Driftmier indicated that this is the 
basic preface for the resolution to be put before the Board. 

It was moved by Mr. Swartz, seconded by Mr. Ramirez, and carried 
unanimously to adopt the Mobility Resolution. Mr. Benrnudez was 
temporarily absent. 

Mr. Ed Howard, Senior Counsel for the Center of Public Interest Law (CPIL), 
indicated that Mr. Driftmier's explanatory comments were helpful. However, he 
indicated that CPIL had a separate viewpoint. He provided an example using 
the National Association of Insurance Commissioners (NAIC). In his 
hypothetical situation, the NAIC went to the current Insurance Commissioner in 
California and indicated that there were several states that are doing an 
excellent job at insuring the solvency of insurance companies. In addition, the 
NAIC stated that even though California has some unique requirements to allow 
insurers who are licensed out-of-state to examine their liquidity and solvency 
before they are allowed to sell insurance policies in the state, they would like to 
pass a policy to remove any effort on behalf of the California Insurance 
Commission to look at the underlying solvency of insurance companies before 
they are allowed to practice in California because it impairs the ability of 
insurance companies to be able to sell freely in California. Mr. Howard 
indicated that the separation in his viewpoint is not whether or not that is a good 
or bad policy, but whether or not the Insurance Commissioner in that 
hypothetical situation would be serving the public well if it just said "yes" without 

15311 



actually looking on a state-by-state basis where each insurance company is 
licensed as to whether those claims were accurate. 

Mr. Howard continued his explanation of the separation in viewpoints as to the 
question of whether the Board should recommend a policy relying on other 
states' disclosure and enforcement policies before it actually looks at what those 
disclosure and enforcement policies are on a state-by-state basis. He noted 
that the question is not having to do with the expertise of a CPA versus a 
layperson, but has to do with the responsibilities of a regulatory board prior to 
recommending a policy to the Legislature. 

Mr. Howard highlighted areas on the resolution that he thought inaccurately 
portrayed the state of the record in front of the Board. Mr. Howard referred to 
the seventh point on the first page, and the final bullet point on the second 
page. He stated that he believed the enforcement information is inaccurate 
because the Board does not yet have an enforcement procedure as a part of its 
legislation, and he does not know how the Board can characterize a proposal 
that it has not yet reviewed, let alone approved. Mr. Howard next referred to 
and quoted the sixth bullet point on the second page. He said he considered 
this to be accurate without being true. He then indicated that an Orange County 
Register reporter looked at all 50 state Web sites and concluded that only 19 of 
them provide disclosures that are comparable to the state of California. 

Mr. Howard indicated that he believed that the sixth bullet point was accurate 
without being true because the "Whereas" implies that you could go to all state 
boards' Web sites and find comparable information to what California provides. 
He stated that he tested the system by searching for a convicted felon on the 
California Board's Web site, and a separate felon on the Washington Board's 
Web site, both of which had been barred from practicing in their perspective 
states. Mr. Howard reported that the Washington licensee's record was clean, 
however, the California licensee's revocation was reflected on the Web site with 
an explanation. He stated the idea that Californians will be able to go to another 
state's Web site and get information comparable to what is on the Web site in 
California is either untrue or sufficiently untested so that no hint of it should be in 
the Board's resolution. 

Mr. Swartz stated that he does not believe that the individual from Washington 
that Mr. Howard mentioned would apply for a Practice Privilege in this state, and 
he indicated that he believed the people that will qualify will apply, and the 
people that will not qualify will not apply. He asked Mr. Howard what the benefit 
would be to the consumer at that point. 

Mr. Howard replied that Mr. Swartz was hypothesizing his scenario in the 
absence of a single person that had been dissuaded from practicing in 
California because of the three page notification form. Mr. Howard then referred 
to a conversation from the last Committee on Professional Conduct (CPC) 
meeting, wherein Mr. Ritter discussed the legal problems that are endemic of 
the tough new standards the Board is saying already exist, but the standards 
have yet to be considered or approved. He then stated that during that 
conversation, Mr. Newington observed the problems with having no notice is 
that the Board does not know who is practicing in this state Mr. Howard 
indicated that if you have someone who has been banished from practice by the 
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Securities and Exchange Commission (SEC), the SEC will not know to send a 
notice informing California regulators and consumers that this person has been 
barred from practice with the SEC. Mr. Howard indicated that CPIL does not 
like the underlying proposal, however, that is a separate question from whether 
it fulfills the responsibility of the Board. He indicated that when the Board 
forwards this proposal, he believes that the homework should be done to check 
all states' Web sites. 

Mr. Swartz stated that in the years since implementation of Practice Privilege, 
the Board has yet to find a person like the individual from Washington trying to 
come into California and applying for Practice Privilege. He further stated that 
the Orange County Register article was not very factual. He asked Mr. Howard 
to respond to the fact that the Board has yet to identify a problem licensee 
through the Practice Privilege Program in California. 

Mr. Howard stated that he was being asked to prove a negative. To say that the 
existence of the three-page notification form has prevented people who would 
otherwise practice here from doing so because they have to fill out the form, 
then the form is a good thing. He indicated that he believed that the problem is 
that nobody knows the definitive answer to this question. He stated that the 
Board should task the staff with questioning and documenting the assumptions 
under which the Board is operating. 

Mr. Swartz responded that he believes the Board has done its research 
regarding the Practice Privilege Program. He stated that NASBA has 
determined that there will be 40 states that have passed mobility legislation by 
2009. He noted that this is not just a California issue, but an issue that has 
been discussed by almost every state legislature in this country. 

Mr. Howard stated that he was not aware of any individual who has come 
forward and indicated that they are discouraged or impaired from working in the 
world's sixth largest economy because of its three-page notification form. He 
indicated that he believed that the Board should take time to test its 
assumptions and not automatically take NASBA's word for it. 

Mr. Driftmier acknowledged the passionate beliefs of both sides. He stated that 
the Board does not offer consumer protection by having someone fill out a piece 
of paper and file it with the Board. He noted that it is not the same type of 
review that is performed when licensing someone in the state of California. 

IV. Continued Consideration of Key Policy Issues Related to Mandatory Peer Review. 

Mr. Driftmier stated that his practice and others have chosen to belong to 
professional societies and become part of the peer review process. In addition, 
some have chosen, because they audit companies that have publicly traded stock, 
to be subject to Public Company Accounting Oversight Board (PCAOB) review. He 
further noted that there are some practicing accountants that have chosen to 
prepare financial statements without subjecting themselves to the cost of a peer 
review. A mandatory peer review is to ensure that the consumer knows that CPAs 
are following accounting principles and standards by having those firms and 
practitioners reviewed at least once every three years. Mr. Driftmier invited staff to 
address the Board. 
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CAUFORNIA - STATE AND CONSUMER SERVICES AGENCY 

CALIFORNIA BOARD OF ACCOUNTANCY STAT!! 	QIC' CAL.JFCI:tNlA 

2000 EVERGREEN STREET, SUITE 250 
SACRAMENTO, CA 95815-3832c::lc:a TELEPHONE: (916) 263-3680 

( . ~'i'(PARTMENT OF CONSUMER AFFAIRS FAX: (916) 263-3675 
WEB ADDRESS: http:llwww.dca.ca.gov/cba 

Board Resolution 

WHEREAS, for more than 100 years the California Board of Accountancy ( CBA) has overseen the 
licensing and practice of Certified Public Accountants (CPAs) and the practice of public accountancy 
consistent with its public protection priority; and 

WHEREAS, the CBA is appointed by the Governor and the Legislature with a majority of public 
members (seven CPAs and eight public members); and 

WHEREAS, for more than 100 years the National Association of State Boards of Accountancy 
(NASBA) that is made up of public and licensed members who are or have been state regulators 
throughout the nation and issue licenses to and oversee Certified Public Accountants in all states; and 

WHEREAS, in February 1998, NASBA approved amendments to the Uniform Accountancy Act (UAA) 
that were intended to provide increased mobility to CPAs on behalf of their clients by eliminating 
outdated licensing requirements that did not reflect the realities of business or practice while preserving 
the ability of state boards of accountancy to provide consumer protection; and 

WHEREAS, a majority of states (including California in 2004) adopted versions of the 1998 mobility 
proposal, but the patchwork of widely varying "notification" requirements in California and other states 
had the unintended opposite effect of actually limiting interstate CPA/client mobility without providing 
additional consumer protection; and 

WHEREAS, reports of difficulties with notification requirements nationwide led NASBA to reexamine 
the notification issue and - after an extended process of study and analysis that included issuing two 
exposure drafts and receiving public comments- approved new mobility provisions on July 27, 2007; 
and 

WHEREAS, those mobility provisions are designed to eliminate unnecessary notification barriers, while 
providing tough new enforcement procedures that give all state regulators the authority to directly 
discipline any CPA who provides services in their state; and 

WHEREAS, the CBA has carefully considered the 2007 mobility proposal at multiple public meetings, 
hearing and taking into account the views of regulators, consumer advocates, members of the 
accounting profession, and other members of the public; and 

WHEREAS, the CBA believes that the 2007 mobility proposal supports consumer choice and 
strengthens consumer protection in California, for reasons that include: 

• 	 State CPA licensing requirements are very simiiar nationwide which is intended to provide 
the minimum common body of knowledge for entrance into the profession, continuing 
competence and maximum enforcement to ensure public protection; 
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• ,·. A CPA who moves or relocates to California will still be required to obtain a California 
license; 

• 	 Professional standards and rules that CPAs must follow, such as Generally Accepted 
Accounting Principles (GAAP), Generally Accepted Auditing Standards (GAAS), and the 
regulations of the Pu,blic Comp9rwAccounting Oversight Board (PCAOB) and Internal 
Revenue Service (IRS·); are u~ifdrm,across· the·countl)t; 

• 	 Consumers and businesses need immediate CPA services that often cross state lines and 
the patchwork of state notification procedures often prevents rapid response to urgent client 
needs, as ih the case of filing multiple state tax returns for a single taxpayer or a conferenc~ 
call with participants from many states; · 

• 	 Notification procedures in California are posted on the Web site and do not result in active 
monitoring of out-of-state OPAs or any other significant regulatory action; 

• 	 The existence of notification procedures may mislead consumers into believing that 
no.nresider:tt CPAs w.ere actually evaluated or investigated by this Board and have a "seal of 
approval" to offer services; 

• 	 Consumers can ask CPAs to disclose where they are licensed and then verify their status 
with the state regulatory board that licensed them; consumers can verify licensure for' all 
states via board Web sites or by calling the board offices; 

• 	 The 2007 mobility proposal includes tough consumer protection measures that will require 
nonresident CPAs to obey the laws of this state and make them automatically subject to the 
jurisdiction and discipline of the California Boa:rd; charges can also be served on· the "CPA ··by 
serving ·the·reQJulatory board in the· licensee's,home'state; arJd. 

• 	 The CBA will not need to rely on other state boards to take disciplinary action; if out-of ...state 
CPAs disobey our laws, the CBA will be able to levy significant fines or bar that licensee 
fr6r'ri any further practice in California: and cons·wmerscan pursue Civil action. 

WHEREAS, the CBA voted una'nimously to approve the.20G7 mobility pr:opbsal that is being 
implemented nationwide and has developed proposed statutory language to incorporate it into the 
California Accountancy Act with modifications and safeguards that are appropriate to protect 
consumers in this state. · 

NOW, THEREFORE, BE IT RESOLVED that the California Board of Accountancy respectfully requests 
that the California State Legislature and the Governor enact the mobility amendments to the California 
Accountancy Act as recommended by the California Board of Accountancy. 

Donald Driftmier, President 

Dated 
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CALIFORNIA BOARD OF ACCOUNTANCY 
BTATB 0 F CAL.lP:CJRNtA 

2000 EVERGREEN STREET, SUITE 250 

SACRAMENTO, CA 95815-3832 


TELEPHONE: (916) 263-3680 

FACSIMILE: (916) 263-3675 
DEPARTMENT OF CONSUMER AFFAIRS 

WEB ADDRESS: http://www.dca.ca.gov/cba 

DEPARTMENT OF CONSUMER AFFAIRS 
CALIFORNIA BOARD OF ACCOUNTANCY 

FINAL 
MINUTES OF THE 


MARCH 21, 2008 

BOARD MEETING 


Westin Pasadena 

191 North Los Robles Avenue 


Pasadena,CA 91101 

Telephone: (626) 792-2727 

Facsimile: (626) 792-3755 


I. Call to Order. 

President Donald Driftmier called the meeting to order at 9:00a.m. on 
Friday, March 21, 2008, at the Pasadena Westin and the Board immediately 
convened into closed session to deliberate Agenda Items XII.A-F. The 
meeting reconvened into open session at 9:55 a.m. and adjourned at 
11:55 a.m. 

Board Members March 21 . 2008 

Donald Driftmier, President 9:00a.m. to 11:55 a.m. 
Robert Petersen, Vice President 9:00a.m. to 11:55 a.m. 
Rudy Bermudez, Secretary-Treasurer 9:15 a.m. to 11 :55 a.m. 
Sally Anderson 9:00a.m. to 11:55 a.m. 
Richard Charney 9:00 a.m. to 11 :55 a.m. 
Angela Chi 9:00 a.m. to 11 :55 a.m. 
Lorraine Hariton 9:00a.m. to 11:55 a.m. 
Leslie LaManna 9:00a.m. to 11:55 a.m. 
Bill MacAioney 9:00 a.m. to 11 :55 a.m. 
Marshal Oldman 9:00 a.m. to 11 :55 a.m. 
Manuel Ramirez 9:00a.m. to 11:55 a.m. 
David Swartz 9:00a.m. to 11:55 a.m. 
Lenora Taylor 9:00 a.m. to 11 :55 a.m. 
Stuart Waldman Absent 

Staff and Legal Counsel 

Patti Bowers, Chief, Licensing Division 
Paula Bruning, Executive Office Technician 
Dominic Franzella, Peer Review Analyst 
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Scott Harris, Deputy Attorney General, Department of Justice 

Kris McCutchen, Licensing Manager 

Greg Newington, Chief, Enforcement Program 

Dan Rich, Assistant Executive Officer 

George Ritter, Legal Counsel, Department of Consumer Affairs 

Carol Sigmann, Executive Officer 

Liza Walker, Practice Privilege Coordinator 


Committee Chairs and Members 

Harish Khanna, Chair, Administrative Committee 

Tracy Garone, Chair, Qualifications Committee 


Other Participants 

Ken Bishop, NASBA 
Mike Duffey, Ernst & Young LLP 
Kenneth Hansen, KPMG LLP 
Ed Howard, Center for Public Interest Law 
Carl Olson 
Richard Robinson, E&Y, DT, PWC, KPMG 
Gregory Santiago, Legislative Analyst, Department of Consumer Affairs 
Hal Schultz, California Society of Certified Public Accountants 
Phil Skinner, Center for Public Interest Law 
Jeannie Tindel, California Society of Certified Public Accountants 

II. Board Minutes. 

The draft Board minutes of the February 25, 2008, Board meeting were 
adopted on the Consent Agenda (See Agenda Item XIII.C.) 

Ill. Report of the President. 

A. Proposed 2009 Board Meeting Dates. 

It was moved by Mr. Petersen, seconded by Mr. Oldman, and 
unanimously carried to adopt the proposed 2009 Board meeting 
dates (see Attachment 1). Ms. Taylor and Ms. Hariton were 
temporarily absent 

Mr. Ramirez requested that the Board consider moving one of its Los 
Angeles meetings to Orange County since many of the Board 
members live or work near that area. 

Ms. Sigmann responded that the Board is restricted to the $84.00 
State Government Rate in that area. Mr. Ramirez offered to assist in 
securing a facility in Irvine or the surrounding area. 
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3. 	 Discussion of Administrative Suspension and Other Enforcement 
Options Related to Cross-Border Practice. 
Mr. Ramirez reported that the CPC discussed issues related to 
California's reliance ori other states' enforcement practices, and the 
possibility that felony convictions that would result in automatic 
cancellation of cross-border privileges may be overturned. 

Mr. Ramirez reported that the CPC recommended that the Board 
adopt the language as presented in 5096, 5096.1, and 5096.4 
(see Attachment 6) with the following changes: 

• 	 For 5096 (c)(2), delete the wording "and ethics examination 

requirements." 


• 	 For 5096.1 (f), have language redrafted to address convictions 
overturned on appeal and automatic reinstatement of cross-border 
privileges. 

• 	 In addition to the felonies found in Section 5096.1 (b)(2), draft 
language to allow the Board to adopt through regulations 
additional felonies that would result in termination of cross-border 
practice. 

• 	 For 5096.4 (d), amend language to allow hearings to be conducted 
within 90 days as opposed to 45 days. 

It was moved by Mr. Ramirez, seconded by Mr. Oldman, and 
unanimously carried to adopt the CPC's recommendations. 

4. 	 Consideration of Revised Statutory Language Related to Cross
Border Practice. 

Mr. Ramirez reported that the CPC members discussed information 
available from other states and NASBA. Mr. Ken Bishop of NASBA 
provided an update on CPA mobility and NASBA's Accountancy 
Licensee Database. The CPC heard recommendations from 
Ms. Sigmann and from Mr. Howard, Senior Counsel from the Center 
for Public Interest Law (CPIL). 

Mr. Ramirez reported that the CPC recommended that the Board 
adopt proposed revisions to B&P Code Section 5096 related to cross
border practice and related code sections as prepared by staff (see 
Attachment 7) with the following addition: 

• 	 Incorporate language that will reflect the Board's intent to provide 
access to other state boards' Web sites for consumer protection 
purposes. 
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See Agenda Item IX.D.3.g. for the action on this item. 

d. 	 AB 2473 (1\Jiello and Ma) Accountancy: Licensure. 

Ms. Hariton reported tl1at AB 2473 is the Board's cross-border 
practice legislation. 

Ms. Hariton reported that the Legislative Committee recommended 
that the Board adopt a "support" position on this bill. 

See Agenda Item IX.D.3.g. for the action on this item. 

e. 	 SB 721 (Ashburn and Perata)- State Agencies: Succession 
Plans. 

Ms. Hariton reported that this bill requires every state agency, by 
January 1, 2010, to establish and implement a plan for succession 
of key management and supervisory positions, and by January 1, 
2012, report to the Legislature on the status of those plans.· The 
bill defines "succession plan" to mean the process of identifying 
and preparing suitable employees, through mentoring, training, 
and continuing education, to replace key managerial or 
supervisory employees as their tenure expires, for reasons 
including retirement. 

Ms. Hariton stated that the DCA legislative office indicated that this 
bill is in the Assembly Committee on Appropriations suspense file 
and will likely "die" there. 

Ms. Hariton reported that the Legislative Committee recommended 
that the Board adopt a "watch" position on this bill. 

See Agenda Item IX.D.3.g. for the action on this item. 

f. 	 SB 797 (Ridley-Thomas) Professions and Vocations. 

Ms. Hariton reported that this bill reaffirms a licensing Board's 
authority to discipline a licensee for a conviction of a crime 
substantially related to the qualifications, functions, or duties of the 
profession. It introduces anew limitation at B&P Code Section 
490(d), however, that would essentially prohibit imposing discipline 
in relation to convictions that had been expunged pursuant to 
Penal Code Section 1203.4. 

This bill would also require that licensed employers sign tax 
returns to exempt unlicensed employees involved in the return 
preparation from the requirement of tax preparer registration. The 
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CPC Agenda Item II Board Agenda Item IX.C.3 
March 20, 2008 Mar'ch 21, 2008 

STATE OF CALIFORNIA 

Memorandum 

TO: CPC Members 
Board Members 

FROM: George P. Ritter 
Senior Staff Counsel 

Date: 
 March 13, 2008 
Tel.: 
 (916) 57 4-8220 
Fax: 
 (916) 57 4-8623 

SUBJ: Discussion of Administrative Suspension and Other Enforcement Options 
Related to Cross-Border Practice 

Attached is draft proposed language to amend Business and Professions Code 
Section 5096.4 (Administrative Suspension) and add a new Section 5096.1 to cover 
forfeitures of the right to engage in cross-border practice where there are convictions 
of serious crimes or the individual loses legal authorization to practice in the State 
where his or her principal place ofbusiness is located. One of the primary reasons 
for redrafting Section 5096.1 was to narrow the list of serious crimes that can result 
in this type of forfeiture. 

I will be available at the meeting to discuss any issues related to this agenda item. 

Attachment 



CPC Agenda Item ll Board Agenda Item IX.C.3. 
March 20, 2008 March 21, 2008 

Attachment 1 

Section 5096 of the Business and Professions Code is amended to read: 

(a) An individual whose principal place of business is not in this state and who has a 
valid and current license, certificate= or permit to practice public accountancy from 
another state may, subject to the conditions and limitations in this article, engage in the 
practice of public accountancy in this state under a cross-border practice privilege 
without obtaining a certificate or license under this chapter if the individual satisfies one 
of the following: 

(1) The individual has continually practiced public accountancy as a certified public 
accountant under a valid license, certificate. or permit issued by any state for at least 
four of the last t€m 1 0 years. 

(2) The individual has a license, certificate, or permit from a state~ that has been 
determined by the board to have education, examination, and experience qualifications 
for licensure substantially equivalent to this state's qualifications under Section 5093. 

(3) The individual possesses education, examination, and experience qualifications for 
licensure WRish have i:JeeFl eleteFFFliFleei i:J;' the i:JeaFEl te be that are substantially 

·equivalent to this state's qualifications under Section 5093. 
(b) The board may designate states as substantially equivalent under paragraph (2) of 

subdivision (a) and may accept individual qualification evaluations or appraisals 
conducted by designated entities, as satisfying the requirements of paragraph (3) of 
subdivision (a). ., 

(c) To obtain a practice privilege under this section, an individual 'Nho meets the 

requirements of subdivision (a), shall do the follovving: 


(1) In the manner prescribed by board regulation, notify the board of the individual's 

intent to practice. 


(2) Pay a fee as provided in Article 8 (commencing \\1ith Section 5130). 
(d) Except as othe1wise provided by this article or by board regulation, the practice 


privilege commences 'Nhen the individual notifies the board, provided the fee is received 

by the board 'Nithin 30 days of that date. The board shall permit the notification to be 

provided electronically. 


-(:e1 ill An individual who holds a practices under cross-border practice in this state 

privilege under this article: 


(1) Is subject to the personal and subject matter jurisdiction and disciplinary authority 

of the board and the courts of this state. 


(2) Shall comply with the provisions of this chapter, board regulations, and other laws, 
regulations, and professional standards applicable to the practice of public accountancy 
by the licensees of this state and to any other laws and regulations applicable to 
individuals practicing under cross-border practice privileges in this state= except the 
individual is deemed, solely for the purpose of this article, to have met the continuing 
education requirements and ethics examination requirements of this state when~ 
the individual has met the examination and continuing education requirements of the- ' 

state in which the individual holds the valid license, certificate, or permitas provided in 

iiee;;ti0n §QQ§ §Ubdivision (a) on 'Nhich the substantial equivalency is based. 


(3) Shall not provide public accountancy services in this state from any office located in 
this state, except as an employee of a firm registered in this state. This paragraph does 
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. ·. 
•i,_ •• 

. ' · 
:.i, :-· : 

:··· ,· 

' .· 
· 

·not apply to public accm.Jntanby··s~fvices provided to a client at the client's pfa'Oe c.of' ·· 
business or residence. 
· (4) ·is deemea to have appointea the-regcllatory agency-of tl=le each state th'at issue'd in 

. " · · · ·,.: . , which he or .she. hdlds,a tne· indi'~'i'dual'~ certificate, l'icense:, or permit Lipon which ..· ~ ..: . 
.··. ,',,_.. "'·. ;, ·,,:substanUg! 't:JqUi't'ats'nay· i~ basa'd 'as' tit~ lntc.Hvid ual's agent on whom .nonices, slf.bp·o·er:ias"; 

or other process maybe'"Se!iled in~a:ny action or pr&cieedihg b)1 the·-boar.El ·a·galnsnVre"1(;• 
1··individual."· ., '-: .· ·--·· ~ ...,. ,,.. t. ' : ···• ,, 

(5) Shall.cooperate with any board investigati6n or inquiry and shall timely.respond t0 
a board invest1gatlon, inquiry; request. mptit:e; d'em·anfJ·G)r:\stJbpmma for,.infor:mation or 

·'·\' ···:documents and timelY' proVid·e to the board ·th.e·idepli:tied i~fdrmatior:l' am:f,d'oclimeh.ts~.·.>C: 
· ·. ,; (6) Shall not perform any services in this state under cross.,:bordef practice that!~ 

:: : .·· 1ndivi€iual he or·she is not legally authorized to perform.in the indivit:ieml"s his or·:h§r state 
··' of1p'Pincipal place.of btJsiness. •...... \. 'i, -~.:· : •• · · • •• · ' , . •· ~-~''' .;::,· • ·• •.. ·::<.~'} 

. . . . . . (f)l\ practise privilege expiree{one year from the date··of the notice, unless a:shorter · 

., '). ·.... ~:. ·<period· is ·set 'by board ro·gu!ation. ,,l<<r:: ,.., ' ' '•: :,;:nc;:; ' i ·: >· :·. • ' . ' •'! r < i1

. '. · ffi1@ (1:) No. individaatma¥ pr=aotice':tlnder a ·cr:osS":.:SCJPder praoti·ce ·in t~'is;statef· ';:1 '"''~l'· 
. priililege without prior approvaf.of the ·boar:d if the·indi\;liidoal !>las, or acquires ·a't ariy·'time 
. -tlurihg the term ·ef.the p·ractice privilege~ ·any- disqualifying·conditlon under paragr:apJi''(2) 

Of this SU'Odivisiol\'f~ ' 1 ' r···r1 "''~•h'i;~r5 ~···~ '''F '"·lk, i'' :· •' .: -. '·"'..:' '·· .::. ·· ·· · ' '>)•'!); );~;l 
(2) D'isqualify,ln£r·cohditiomdr:rCiude: · ···· •·· 
(f\) Conviction of any crime other than a minor traffic violation. · / 

. (B) Re~ocatioR; ·s1.:.1sperision, denial·, ·surrender or oth·er,disoipline nr ·sanctions· 
1 

· ·, ,· 'ihvolving any license, permit, registrafion;-•certificate or other aLithorit)' ,to 'practice .any".;;~ 
· ·profession in this or any other state· or toreigQ.cduntr;y or to .practice ·before an¥ state:~: .. 

federal, or local court or agency, or the Public Company Accounting Over.s'i·§lltBoardr:'!::i~;~ 
·: · (C) Penden~y;.cifamy·im/estigJatiora~dritqw.i~·iof~l~.f-EfCe;~!)in,g·:by'Aanbt;!fQUet.am~istate:~:.:~ 

.. Jederal .:er•locaif·col:lit·or~age'rmy.HAci\:Jdi A~';iibtlt- ndt ·lh:fi\llierill:lbe:;'"lme"R>.ohfifb\()Gt:nJYHny· ·. 
:f":~> ·+·(ft:com:~mtirtg Oversight Board, ·involvim~ i!he'profes'siorrar;· oontlL:Jdti:lf the·;irtdividdab- . 

· .. (DfA'ny- Jwdgi\Tienlor art.TJitratiotrt ·award against tme individl:lalxin~o!Xr.irr§ ;,the llJrofessiotral 
. "conduct oftne individual in the amou·nt of thirty thousand dollars ($·3®;00®3·.-crr~·greate·rt.:'I, 
. withirn·the''ia'sti1€l·¥earKr:L ·,,,.~: ·.. · JV' . ,., ,.:;,. . .. 

(·E) Any other conditions as specified by the board in regulation:: - ·'· ,.· · . 
· (3) The board' may adopt·regufation~rexemptlhgsspeci·fied rrrinoraccurrertoe:S efthe· 

··. conditions listed in subparagraph (B) of paragrapm:r(2~ frotn being .disqualify..iril.g · · ·.· 

'' 

. imme·diately notify the board Jr::1 writing of the natur.e and details of the disqllalifyinq 1 


condition; · .. · .. 


· ,conditions ur:~der .fhis' subdivision:··.: ·; ,., ·· · ··:: '· ···· . . , .. ~ · · 
·. ·. ·.(4!Hln no event may .the Board.approve· an application focoross.;odt:cler;practice: 
. . h ....,_ . ·• . '·'' '.' 

(elAri lndi""idualwhp acquires <any d.is¢u'alifying conditiob described in :paraqrapl:d2:.);. 
of sUbdivision fd) while practicinq'lmder crdss.:burder practice in this ·state ·shall · ··. 

\ .: 
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Section 5096.1 of the Business and Professions Code is amended to read: 

(a) Any individual, not a licensee of this state, v.rho is engaged in any act v:hich is the practice 
ofpublic accountancy in this state, and =;vho has not given notice of intent to practice under 
practice privileges and paid the fee required pursuant to the provisions of this article, and who 
has a license, certificate or other authority to engage in the practice ofpublic accountancy in any 
other state, regardless of whether active, inactive, suspended, or subjectto rene'.val on payment 
of a fee or completion of an educational or ethics requirement, is: 

(1) Deemed to be practicing public accountancy unlMvfully in this state. 
(2) Subject to the personal and subjeot matter jurisdietion and disciplinary authority of the 

board and the courts of this state to the same extent as a holder of a valid practice privilege. 
(3) Deemed to have appointed the regulatory agency of the state that issued the individual's 

certificate or license as the individual's agent on v,rhom notice, subpoenas, or other process may 
be served in any action or proceeding by the board against the individual. 

(b) The board may prospectively deny a practice privilege to any individual v.'ho has violated 
this section or implementing regulations or committed any act v:hich \Vould be grounds for 
discipline against the holder of a praotice privilege. 

(a) The right of an individual to engage in cross.:.border practice without prior approval of the 
Board is a privilege that among other things, is conditioned on: 

(1) The existence oflegal authorization to perform professional services as a public accountant 
from the State in which his or her principal place ofbusiness is located; and 

(2) The absence of any disqualifying conditions listed in Section 5096(d) or specified in 
regulations duly adopted by the Board. 

Cb) In order to protect the paramount interests of the public and the consumers of the State of 
California, the Legislature finds that if an individual fails to meet certain of these conditions. he 
or she should be considered conclusively disqualified from engaging in cross-border practice. In 
addition, an instant forfeiture of the individual's privilege to engage in cross-border practice will 
occur as a matter of law. No hearing shall be held. nor shall the Board have any discretion on 
whether or not to terminate the individual's cross-border practice when any of these conditions 
occur. Those conditions are as follows. 

( 1) The individual's legal authorization to perform professional services as a public accountant 
is revoked, canceled, suspended, or otherwise terminated by the State in which his or her 
principal place ofbusiness is located. A certified copy of the order, decision or judgment 
revoking, canceling, suspending. or otherwise terminating the legal authorization of the 
individual to perform professional services as a public accountant by the tribunal. court or 
agency in his or her principal place of business shall be conclusive proof of the fact that the 
individual no longer has authorization to provide professional services in that State. 

(2) The individual is convicted of any of the following felonies: 
(A) Murder: 
(B) Robbery; 

{C) Grand Theft; 

CD) Embezzlement. 


(c) For purposes of subdivision (b). a crime is a felonv if it is specifically declared to be so by 
statute or is charged as a felonv irresnective of whether in a particular case it may be considered 
a misdemeanor as a result of post-conviction proceedings. 



,..... 

· ... · (a) A certified copy of fhe cr'immal "ctmviction sha:l.il b'e cbric'lusive ptoof ofthe·fa:cf ofthe· 
conviction. 

•. (e) The individual·whose ch5~s~boi:cfer prhileges have l:fe~n tenfiiriated wider tliis section may 
' ' .! ' ' petition the l3·mard 'f!) ·t>·e '!e!nshitetlndt less than one )reaf 'frGlm'trre clate•o:ftemi1nation, ' ' ·; ·: 

· >:.:. ,. (f) The indlVid'b:aifm&y also~ at\an~itime, ·petition -the,iBo'aiDGi'to -reinstate·1ris-mr~h~r·priVilege't~·-
, -' engage in cross"-hG>rder;ffira!otice if ei'Uher·of'-the'f0'lr0wmir~:c&ffis: · . ' ' ...!!','•: 

:·; " .. .' '· · :t11 The judgnlent·of convicth\lii -is o:vel"tlJlmei.i oli appefl!l:~ ·: , , ,,, 
· :: ( '(2) The individual '·s· legal authorization t6I?Jib~ide''services .. as ·a p'libtic accountant is rlistoreal · 

'by the State where his or her principal place ·0fBusiness:is located: 
: 	 '! 

'~ 	 , 

s'ectioil S096.4 of'the Business and Professions Code is a•Iilended to read:' 
,-···-- '"·' 

.. ,{a) The right of an individual t0 efigtrge in cross..:h~~der pr'actlce ill 'this ·state undera practice· ' '· · 
. . . privilege may be administratively stt~pended-at'any .time ·by·an' orcret issued 'by the ·board ·orits'.~,~ 

. ·: \.:_.< · · ·,. executive officer~ witihout prier'liQtice or'hearing, for the pur].Jose' of conducting a ·disoiplfftar}r·~: 
' · · · ·. · · investigation, proee'edihg, or inquiry eoncerning the representa-tioris ·made in the·notice, the . · :·· 

... individual's competence or qualifications to practice under practice privileges, fai'lure·to tiffie·IY"L 
. respond to a board 'inquiry or request for infom1ation or documoots, or under other conditions 

. , ind"6ircumstances'prdvided for by board regulation iUhe board odts exeo1:1:ti¥e ofmcer finds.:·-,·, . 
,, · that: · · · · .., 

. : . (1) The individual has: . ··~,.. '. 
'· · (A) Acquired a disqualifying condition described in p.aragraph'(2) ofsubdivision (d). r{r: ·.':; 

.:- ' Section 5096; or . · . . · · 
,,,· "' ,,, .,: .- CB) Committed any act which if committed by an applicant weuld. be g,rounds -i0r ·denia:f:e£ . 

a.1icense:or d'fieoniltlitted·h· ~alicens'ee'w8uM :he'' .o1:d.idsl0r'·liisci 'ijine!in:der S:e- · · · 

·~·: .r~~~~:==~=~:;~;~~~~::i~;0ft~i~~!~:~;;~:i~1~:~~!T:t:~::~~t!~~~:~f~fa~~~~· 
. tkis state: an<:iJ ' ·' . '.· . :-~,.:: ··~~tt 

' (2) S·erious injury.·win resu1t.'ti6 the· public before the m:a:tter coirld be hehrd on notice.. :. 
(b9 Th.1e administra:tive·sus.pension order is·inimediately ·effective whei:LmaileC:i to the 

individual's address of record or agent for notice and service a:s provided f0r iii this artie'le. · 
_· '(c) 'ifhe administrative suspension order shall contain the fo·llowing: · :·. 

(1) The reason:for the suspe.nsiolli..· . . . 
. : . (2) A statel!lent.tl:).a.t:tJre.indiv.id;tta:l:hai".theJvight~;::w-ith,in..30"~ays, lo :appe.a1:the administrative '· • ; 
. suspension order and requestaheariri:g,-"ilndiha{'fa'il'ure to ·ditso :will .result·in. the order .. · ..· . 

··-- ;her;oJnirzg·)Jermittt~iii(~~~~~;:T/J,__.fr~~--:~',~}Jk:. ~."<_.;.0:J{ t:fjt1 .,..~ · ~~~~~i~ "L~1:rd>L~?:·:;)· ., ;~ '- ,.:' 
.<\3) A :statem~ritth~t':ariy appea:Llfdfill;ing willhe .condu_cte'd' under.:the provisions 0f the .·.. · · · ..-.· '~. 
Administrative Procedfue Act applicable to 'indivicluals"who -are denied licensure whose J1een~e · 
is su:bject to revocation, suspension:·limitation br imposition ofconditions, including the filing.. 
of a statement of issues an accusation by the board setting forth the reasons for the.admiriistrativ:e 

, 	 suspension of cross-.border practice privileges and 'specifying the statutes and rules on whicn the. 
- action is based •.vith vllrich the individual must shov; compliance by.producin:g proof at:tlfe ·· 

, , hearing and in addition any Particular matters that have .come to the attention of the board and . 
.'thQt •.vould authorize· the 'B:dministrati*/e susperisio~, or the denial ofpractice privileges. . 

~ (d9 The buTdtm is enilre hoider of the susp~nded practice·pri'iilege·to establish both 
qualification and fitness to practice up:der practice privileges. Hearings sba11 be conducted 
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within 45 davs of the board's receipt ofthe individual's appeal of the administrative suspension 
order. A final decision shall be issued no later than 45 days after submission of the matter. !l 
the decision sustains the Board's suspen§ion order. it shall become permanent Otherwise. it 
shall be immediatelv vacated. 

(e) The administrative suspension shall continue in effect until terminated by an order of the 
board or the executive officer or expiration of the practice pris.rilege under administrative 
suspension; however, any suspension order that bas been appealed will dissolve by operation of 
law unless a final decision upholding the order is issued within 90 days of the appeal. · 

(f) l ..dministrative suspension is not diseipline and shall not preclude any individual from 
applying for a license to practice public accountancy in this state or from applying fur a ne'vv 
practice privilege upon expiration of the one under administrative suspension, except that the 
nev,r practice privilege shall not be effective until approved by the board. 

(g) NotrNithstanding any administrative suspension, a practice privilege expires one year from 
the date ofnotice unless a shorter period is set by board regulation. 

(h) Proceedings to appeal an administrative suspension order may be combined or coordinated 
•,vith proceedings fur denial or discipline of a practise privilege. 

NOTES 

1. 	 Provision stating that certified copy of criminal conviction "shall be conclusive proofof 
the fact of the conviction" is based on B. & P. Code § 4311 (d)(3) (Pharmacy Law). 

2. 	 Conviction of specified crimes deemed to be disqualifying as a matter oflaw is based on 
B. & P. Code§§ 4311(c)(4) & 2236.1(c) (Medical Practice Act). 

3. 	 Provision that "no hearing shall be held" regarding crime conclusively deemed to be 
disqualifying is based on B. & P. Code§ 2236.l(c). 

4. 	 Designation of crime as a felony based on B. & P. Code§ 431l(f). 

5. 	 Time frames for administrative appeal patterned after B. & P. Code§§ 494 and 2310. 
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· Stater;>f California California Board of Accountancy 
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

CPC Agenda Item Ill Board Agenda Item IX.C.4 
March 20, 2008 March 20-21, 2008 

To CPC Members Date : March 10, 2008 
Board Members 

Telephone : (916) 561-1754 
Facsimile : (916) 263-3672 
E-mail : lwalker@cba.ca.gov 

Liza Walke~fV~From 
Practice Privilege Unit 

Subject: Consideration of Revised Statutory Language Related to Cross-Border Practice 

Attached for your consideration is the revised statutory language for cross-border 
practice in California. The language adopted by the Board at the November 2007 
Board meeting is shown in the single underline/strike-out format. Edits approved at 
the November 2007 Board meeting are incorporated and reflected in the double 
underline/double strike-out format and provided for consideration. 

Excerpts from the November 2007 Board meeting minutes related to the discussion 
of the draft statutory language are attached for reference purposes. 

On February 21, 2008, Assembly Bill 2473 was introduced and included the cross
border language approved at the November 2007 CPC/Board meetings. Should 
there be edits to the proposed statutory language adopted by the Board at the 
March meetings, staff will submit the changes to the author for incorporation into 
the language of the bill. 

Section 5096.4, Administrative Suspension, will also be discussed at the March 20
21, 2008 CPC/Board meetings and is not included in the attached document. Any 
edits to Section 5096.4 adopted by the Board will also be incorporated into the bill 
language as mentioned above. 

Attachments 
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ATTACHMENT 1 

PROPOSED REVISIONS TO BUSINESS AND PROFESSIONS CODE 

SECTION 5096 RELATED TO CROSS-BORDER PRACTICE 


AND RELATED CODE SECTIONS 


5096. Cross-Border Practice Privilege General Requirements 

(a) An individual whose principal place of business is not in this state and who has a 
valid and current license, certificate ... or permit to practice public accountancy from 
another state may, subject to the conditions and limitations in this article, engage in the 
practice of public accountancy in this state under a cross-border practice privilege 
without obtaining a certificate or license under this chapter if the individual satisfies one 
of the following: 

(1) The individual has continually practiced public accountancy as a certified public 
accountant under a valid license. certificate. or permit issued by any state for at least 
four of the last :k5ft 1 0 years. 

(2) The individual has a license, certificate, or permit from a state whish that has been 
determined by the board to have education, examination, and experience qualifications 
for licensure substantially equivalent to this state's qualifications under Section 5093. 

(3) The individual possesses education, examination, and experience qualifications for 
licensure whish have seen Eleter:minecl sy the seaFEl te so that are substantially 
equivalent to this state's qualifications under Section 5093. 

(b) The board may designate states as substantially equivalent under paragraph (2) of 
subdivision (a) and may accept individual qualification evaluations or appraisals 
conducted by designated entities, as satisfying the requirements of paragraph (3) of 
st.Jbdivision (a). 

(c) To obtain a practice privilege under this section, an individual who meets the 
requirements of subdivision (a), shall do the follo'Ning: 

(1) In the manner prescribed by board regulation, notify the board of the individual's 
intent to practice. 

(2) Pay a fee as provided in Article 8 (commencing with Section 5130). 
(d) Except as othor.vise provided by this article or by board regulation, the practice 

privilege commences '.vhen the individual notifies the beard, provided the fee is received 
by the board within 30 days of that date. The board shall permit the notification to be 
provided electronically. 

fe1 ,(£)An individual who holds a practices under cross-border practice in this state 
privilege under this article: 

(1) Is subject to the personal and subject matter jurisdiction and disciplinary authority 
of the board and the courts of this state. 

(2) Shall comply with the provisions of this chapter, board regulations, and other laws, 
regulations, and professional standards applicable to the practice of public accountancy 
by the licensees of this state and to any other laws and regulations applicable to 
individuals practicing under cross-border practice privileges in this state= except the 
individual is deemed, solely for the purpose of this article, to have met the continuing 
education requirements and ethics examination requirements of this state when ~ 
the individual has met the examination and continuing education requirements of the 



state in which trie·indi\.dduafholdS:tne.v~]id lioehS)e~ certificate·, o'r p~rrrht~a§· prOvided in 
s:e.otion §OQS ·subdivision ka) on v.lflid1·t!i'e substdn~i9:'!, ·eqtlival:e·ncy"is'' basso. 
·r:~) Sh.all not provide public accol.lhtanoy"service~·'ir\lthis-state from any office located in 

. ;t,his state, except as an employe? of c;IJi,rm registered in this state,. This paragraph doE:)s
·notapply to public accocihtancy serviC'es:-p:ro·videGl"ttf'a cliefit~at tlletCIIeht!s··:·pl·~:rcie~ of 1~11~h 
business or residence. . . . · 

·· 	 ·... '·(4) Is deem:ed ;to'havek §ppoiF.lted 'th'e·regulat01)lag~rroy o{ffie·each state that fs'sru~tl in 
1which he or she h6!tfs'·a tH1e·lndivid'wan; oertiflc~te; licerise, dr perrrfifiipoh'·'ovhicHn.. ··~~dE·;· 

. ' substantial equivalency is based as''tfle individual'~ agent on whbfn ·notic~s. subph~Bas· 
.'ot other process may ,be served in any a'Cfiofl o(pruceeding b)' the board aQaif1st th~i:~ '' 

individual. · · · · · ·· · · ·· · ·. , · · · :. ·· ·· · : '•:"' 
.. (5) Shall cooperate with any board investigation or inquiry and shall timely respond to 

. a board inve.stigation, inquiry, request; notice, demand or subpoena for information or 
. documents and timely provide to the .board the. identified rnto~matior1 and dbqlim'en:fsi'' · 
· .·. (6) Shall not perform any services in this state Lindet cross~border practice that~~!·· 
. 'lmfividwa! he .or she is ...not leqall·y authorized to perform ih tho individwa!'s his or ilier sf~te 

of principaL place of business. . .. · .;·:::..:~: 
. (f) A practice privilege expires one year from the date ofthe notice, unless a shorf(n: 1' 

·' 	peTiod' is set by board regulation. ';~:·~~, 
~. ffi1 fQ1 (1}No individual may practice under a cross~border practice in this state . 
. Privilege without prior approval of the board if the individual has, or acquiFeS ~1 a:~y t·ime 
during the term of the practise privilege,· any disqualifying condition un:det''p·a'ra~j'~a.ph t2) 
0f'this subdivision. · ..i,o ··::\. ····.~,t?'i·'' 

·(2) Disqualifying conditions include: 
(A) Conviction of any crime other than a minor traffic violation. ', ''·· .·. ;; ·. 
(B) 'Revocation, sospension, denial, surrender or other discipline or sanctibns::~}'i'·"",." 

, 
'C:'e:,,,.; 
· Limvolving any license., permit, registr?tlon, certificate or other authority to.practic€Hi 

': ·· 'pfofession in this or any other stai€for fore'lgn do.untry or to practice before any state, 
·• .''federal, or local court or:agency, or the Public Company Accounting Oversight Board)~:·. 

· (C) Pendency of any investigation, inquiry or proceeding by o:r before any state, · 
federal or local court or agency, including, but not limited to, the Public c·ompany 
Accounting Oversight Board, involving the professional conduct of the individual. 
· .·(D) Any judgment or arbitration award against the individual involving the profession'af 

, conduct of the individual in the amount of thirty thousand dollars ($30,000) or greater:,."' 
'. within the last 10 years. . ' 

:; '(E) Any other cGnditions,as specified by.the board in regulation. 
•· ,. ($)The board may adopt regulations ·exempting specified minor occurrences of thgt 

c9nditions listed in subparagraph (B) of para~r;::~ph (2) from being disqualifying. ' ' ' '; 
conditions under this subdivision. ·. ·· · · ·· · · · ' · ' 1 

.' ~· . 

·(e) An individual Who acquires any di~gualifyirig condition described ln paragrap~ (2~~J 
·of subdivision (d) while practicing under cross-border practice in this state shall , · · , ... \ ~~~ 
immediately notify the boarcl in writirid of the nature and details of the disqualifyihd' · 
condition. ·~· ;: 
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5096.1. Practice Without Notice 

(a) Any individual, not a licensee of this state, 'Nho is engaged in any act '.vhich is the 
wactice of public accountancy in this state, and 'Nho has not given notice of intent to 
practice under practice privileges and paid the fee required pursuant to the provisions of 
this article, and who has a license, certificate or other authority to engage in tho practice 
of public accountancy in any other state, regardless of 'Nhethor active, inactive, 
suspended, or subject to renewal on payment of a fee or completion of an educational 
or ethics requirement, is: 

(1) Deemed to be practicing public accountancy unlavJ:fully in this state. 
(2) Subject to the personal and subject matter jurisdiction and disciplinary authority of 

the board and the courts of this state to the same extent as a holder of a valid practice 
privilege. 

(3) Deemed to have appointed the regulatory agency of the state that issued the 
individual's certificate or license as the individual' s agent on whom notice, subpoenas, 
or other process may be served in any action or proceeding by the board against the 
individual. 

(b) The board may prospectively deny a practice privilege to any individual \vho has 
violated this section or implementing regulations or committed any act which 'Nould be 
grounds for discipline against the holder of a practice privilege. 

5096.2. Denial of a Cross~Border Practice Privilege 

(a) An individual licensed out-of-state Practice privileges may be denied cross-border 
practice in this state for failure to qualify under or comply with the provisions of this 
article or implementing regulations, or for any act that if committed by an applicant for 
licensure would be grounds for denial of a license under Section 480 or if committed by 
a licensee would be grounds for discipline under Section 5100, or for any act committed 
outside of this state that would be a violation if committed within this state. 

(b) The board may deny cross-border practice privileges in this state using either of 
the following procedures: 

(1) Notifying the individual in writing of all of the following: 
(A) That the Gcross-border practice privilege is denied. 
(B) The .R,reasons for denial. 
(C) The ~~arliest date on which the individual is eligible for a cross-border practice 

privilege in this state. 
(D) +Rat Ithe individual has a right to appeal the notice and request a hearing under 

the provisions of the Administrative Procedure Act if a written notice of appeal and 
request for hearing is made within 1.§ .00 days. 

(E) That, if Should the individual fie.e.s not submit a notice of appeal and request for 
hearing within .1Q .00 days, the board's action set forth in the notice shall become final. 

(2) Filing a statement of issues under the Administrative Procedure Act. 
(c) An individual licensed out-of-state who had been denied a cross-border practice 

privilege in this state may petition~ for board approval to practice under a new 
cross-border practice privilege not less than one year after the effective date of the 
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.. 

· .( 
· · 

.'' _l")otice or decision denying me practice in this state privjlege .unles.SJ3' lor:rger.timecper;ioa, 
.. ' not to exceed three years, is specified in the notice or decision denying me practice in 

.this state priMilS;ge" ' . , . . . . .. ~~. 

', ,,,·' S096.3. DiscipUne o'f aCro.ss-Borde·r Practice Prhiiiege 
·. , : .. . , ~ , .: . . . :r~~:.~.:.~:Y'J· /:·~ 

.. ·:.· · · (a) Practice p.rhlileges The .crossJbmder practice otAan.indhiiduallicensed'ollit-ot~:r,',;;;; 
· · 'state. practicing or who practiced in this state under cross-border practice·! may be~:ffi:e.·· 

, . ·.subject to revocation, suspension, fines= or other dis·ciplinary sanctions for any condt(ot 
'that would be grounds for discipline against a licensee of the board or for any cchJduct in 

·: violation of this article or regulations implementing this article. · 
' '(b) Practice privileges An individual licensed out of state is are subject to discipline b.y 

the board during at any time period in which ttroy.are Valid, under administtativo ... ·: :y.;~ 
. , suspension, or no longer valid expired. ,_. . . 

fG).{_Q} The board may recover its costs pursuant to Section 5107 as part of any. . ; ·,: 
disciplinary proceeding against an individual who is licensed owt of state in another : · 
state and who is practicing or~ has practiced under cross-border practice in this . · . 

.. ,..state the holder of a practice privilege. 
; ,,' 

·fej 1£} 'Ari individual licensed out-of-state whose cross-border practice privilege has 
.been revoked may petition~ for a new board approval to practice pri'v'ilege rn this 
State not less than one'year after"the effective date of the board's decision revoking the 
individual's cross-border practice pri'Jilege unless a longer time period, nqt to .exdeecl: 
three years, is specified in the board's decision revoking me practice in t~is state 
privilege.. . 

fe1 f9} The provisions.ofthe Aaministrative Procedure Act, including., bt.inotlimi~edlt@,~ 
the commencement of a disC:iplinary,proceeding by the filing of an accusation by the G::.~: 
board shall apply under this arti.cle.. 

(e) If the board takes disciplinarv action against an individual licensed in another state 
who is practicing or practiced in this state under cr.oss-border practice. the Board shalL;· 

·notify each state in which the individual holds a license. certificate. or permit of that · : 
action. 

·-5096.5. Signing Attest Reports 

.. :'''' Not\vithstanding any other provision ofthls artiele, an individual may not sign an~(:.. 
.:., · 'attest report pursuant to a practice privileg.e unless the individual meets the experien·ae, : 

requirements of Section 5095 and comp!·etes any cdntinuing education or other
conditions required by the board regulations implementing this article . 

·.;1. S096.6 Delegatio.n of Authority, Executive Officer . 

In addition to the authority otherwise provided for by this code, the board may 
delegate to the executive officer the authority to issue any notice .or order provided for in 
this article and to act on behalf of the board, including, but not limited to,. issuing a 
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notice of denial of a cross-border practice pri¥ilege and an interim suspension order, 
subject to the right of the individual licensed in another state gyt gf ste.tg to timely 
appeal and request a hearing as provided for in this article. 

5096.7. Definitions 

Except as otherwise provided in this article, the following definitions apply: 
(a) 1\nyNhere The :£R.e term§. "license," "licensee," "permit," or "certificate" as f& used in 

this chapter or Division 1.5 (commencing with Section 475), +t shall include persons 
defined in Section 5035 performing cross-border holding practice or practicing under an 
alternative firm registration privileges under this article, unless otherwise inconsistent 
with the provisions of the article. 

(b) Any notice of practice pri¥ileges under this article and supporting documents is 
·deemed an application for licensure for purposes of the provisions of this code, 
including, but not limited to, the provisions of this chapter and the provisions of Division 
1.5 (commencing Vlith Section 475) related to the denial, suspension and re'location of 

licenses. 


(&1 (.Q) Any.~vhere The :£R.e term "employee" as f& used in this article +t shall include, but 
is not limited to, partners, shareholders, and other owners. 

5096.8. Investigative Powers 

In addition to the authority otherwise provided by this code, all investigative powers of 
the board, including those delegated to the executive officer, shall apply to 
investigations concerning compliance with, or actual or potential violations of, the 
provisions of this article or implementing regulations, including, but not limited to, the 
power to conduct investigations and hearings by the executive officer under Section 
5103 and to issuance of subpoenas under Section 5108. 

5096.9. Authority to Adopt Regulations 

The board is authorized to adopt regulations to implement, interpret, or make specific 
the provisions of this article. 

5096.10. Expenditure Authority to Implement Cross-Border Practice Privileges 

The provisions of this article shall only be operative if commencing July 1, 2005, and 
continuing during the period provided in Section 5096.11, there is a,g 99RtiAYiRa 
appropriation from the Accountancy Fund in the annual Budget Act to fund the activities 
in the article and sufficient hiring authority is granted pursuant to a budget change 
proposal to the board to provide staffing to implement this article. 
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' . 
.5096.11. $unset Date of This Article., { • ',. '.i.t', < 

' . 
This article shall become operative on January 1, 2006. It shall remain in effect only 

until January 1, 2011, and as of that date is repealed, unless a later enacted statute, 
~Nhich becomes effective on or before January 1, 2011, deletes or extends :that date:;o;;;, 

"509.6.12. Limite.El Alternatiwe ,Registration for O~;~t-of.;State ,Firms Rerliorming At·test 
.Servi·ces Practice · . " 0. ·' 

! ,' ) .~ t 

' . " ' 

.. (a) An certified public accounting firm .as defined in Section 5035.3, or sole pmprietor, 
that performs attest services for entities headquartered in this state is authorized to 
practice in another state and that does not have an office in this state may engage Jn. 

··the practice of public accountancy in this state through an alternative firm registratiom; 
t~:Ei holder of a practice privilege provided that the firm or sole proprietor: · · · · · 

{1) The practice of public accountancy by the firm !fs limited to authorized tb pra:etic.e;: 
ln 'another state and does not have an office in this state by the holder of the practiQ~;;;: 
privilege. · · . · . . ' /~ · 

(2) Has one partner, shareholder or owner who qualifies for cross-border practlceJm; 
· '· · · this state and~ provides to the board with his or her name, state of orincjpal p'lace of 

business, ..license number, and ~firm identifying information abc;HJt tho firrn. 
~Ql P.. firm that engages in practice under this section !fs deemed to consent to the 

.personal, subject matter, and disciplinary jurisdiction of the board with respecttp any.:.u· 
. practice under this section. 

. · :. '·: .· · ,(4) Shall comply with the provisions of this chapter, board regulations, and other Jaws1.;?,,. 
· ' :regulations, and .professional standards applicable to the practice of public accountancN;~~;1,:<" ·' 

~bv the licensees of this state and to any other laws and regulations applicable to · :ii'i.( 
in€liviewals aAe firms smotieiAg wneor cross-border practice. ~.:(;,.· 

·.. (5) Is deemed to have appointed the regulatory agency of each state in which the·:firrn 
or sole propri.etor holds a certificate, license. or permit as the agent on whom notices~;l'i- 
subpoenas, or other process may be served in any action or proceeding bY the board 
against the firm or sole proprietor. 

:(6) Shall cooperate with any board investigation or inquiry and shall timely respo:ria t0.·. 

'·... · · a·board investigation, inquiry, request notice, demand, or subpoena for information or 


documents and timely provide to the board the identified information and documents .. ;,.. 

0 

(7) Shall not perform any services in this state under alternative firm registration •. ':;' · 
eross border 19raotioo that the firm or "sole proprietor is not legally authorized to perform 
in ·its or his or her~ state of principal place Gf business. · 

(b) "Attest services" include any audit or other engagement to be performed· in ." ."i 
- ., , 

financial 

.for Attestation Engagements, and any engagement to be performed in accordance witm, 

the standards of the Public Company Accounting Oversight Board. "Attest services'' .for. 

purposes of this Article does not include any review of a financial statement to be .. 

performed in accordance with the Statements on Standards for Accounting and Heview 

Services. 


. 
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(c) The board may revoke'i' suspend an alternative firm registration, issue a fine 
pursuant to Article 6.5 (commencing with Section 5116), or otherwise restrict or 
discipline the firm or sole proprietor for any act that would be grounds for discipline 
against a licensee or ground~ for denial of a license a holder of a practice privilege 
through vvhich the firm practices. 

(c) This section shall become inoperative on January 1, 2011, and as of that date is 
repealed. 

5096.13. Out-of-State Firms Performing Non-Attest Services Information 

The notification of intent to practice under a practice privilege pursuant to Section 
5096 shall include the name of the firm, its address and telephone number, and its 
federal taxpayer identification number. 

(a) An accounting firm as defined in Section 5035.3, or sole proprietor, that oerform,g 
non-attest services for entities headquartered in this state may engage in the practice of 
public accountancy in this state without any form of firm registration provided that the 
firm or sole proprietor: 

(1) Is authorized to practice in another state and does not have an office in this state. 
(2) Is deemed to consent to the personal, subject matter, and disciplinary jurisdiction 

of the board with respect to any practice under this section. 
(3) Shall comply with the provisions of this chapter, board regulations, and other laws, 

regulations; and professional standards applicable to the practice of public accountancy 
by the licensees of this state and to any other laws and reoulations applicable to 
individuals practicing under cross-border practice. 

(4) Is deemed to have appointed the regulatory agency of each state in which the firm 
or sole proprietor holds a certificate, license, or permit as the agent on whom notices, 
subpoenas, or other process may be served in any action or proceeding by the board 
against the firm or sole proprietor. 

(5) Shall cooperate with any board investigation or inquiry and shall timely respond to 
a board investigation, inquiry, request, notice, demand, or subpoena for information or 
documents and timely provide to the board the identified information and documents. 

(6) Shall not perform any services in this state under cross-border practice that the 
firm or sole proprietor is not legally authorized to perform in their state of principal place 
of business. 

(b) The board may revoker Qf suspend authorization to practice under this section ... 
issue a fine pursuant to Article 6.5 (commencing with Section 5116), or otherwise 
restrict or discipline the firm or sole proprietor for any act that would be grounds for 
discipline against a licensee or ground,g for denial of a license. 

5096.14. Safe Harbor Extension 

The board shall amend Section 30 of Article 4 of Division 1 of Title 16 of the California 
Code of Regulations to extend the current "safe harbor" period from December 31, 
2007, to December 31, 2010. 
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'~.. ' 

· 5096.15. Practice 'Prhiilege Fees.' ' · 

,·.It is the intent of the Legislature that the board adopt· regtilations :providing 'for a joweri 
·:· " •·· · · .roe or no fee 'fbr·out ·of state aecoutltants who ·do. not·slgn ·atte·st·re:p·orts for Califomia-r 

· ·· ·clients under the practice privilege. These regulations shall ensure that the practi:c:e 
· privi,fege program is adequately funded. These regulations shall be adopted as 

emergency regulations in accordance vAth Chapter 3.5 (commencing vvith Section 
. 11340) of Part 1 of Division 3 of Title 2 of the Government Code and, for purposes o'f:~L 
'that chapter, the adoption of-the regulations shall be considered by the Office of 
Administrative Lavv to be necessary for the immediate preservation of the public peace, 
health and safety, and genera! welfare .. 

'· ·; 

5035.3. "Firm~Hncludes 
.. 1 

Fdr purposes of swsc:livisisn (s) sf Section.§ 5050.2 anc:l Soetisns 5054 and,_ 5096.12 · .. 
.and 5096.13 "firm" includes any entity thafis authorized or permitted to practice public_ 
accountancy as a firm under the laws of another state or countrv. 

•' 
l 	 ) ~ ,£ ' 

., 5050. 	Practice Without Permit, Temporary Practice fer aR IRrliviEI.kii.a'l er FiF~ ·{iiii~) 
a LisaRsa frem a Fer:aigR Ceki!Rtrv ··;::,t=:~~~:jt; 

T~ Except as pmvided in SectioR 5050.2 sysc:Jivisions (s) and (c) ef this sestion: :i~~~~;·::·:· 
subdi'viision (a] of s·ection 5054, ·and in Section -5096.12, no person shall engage in t6~>;: 
practice of public accountancy in this state unless the person 'is the holder of avalicl' ·. ';;; 
permit to practice public accountancy issued by the board or practicing in this state ... " 

1· ', · : -~ Linder cross-border practice a holder of a practice privileg·e purs.l:lant to Article 5.1 · • ,,_ 
, .·. (commencing with Section 5096). '·. 

' :·· .,, . '\'·:~(" 

(b) Nothing in this chapter shall prohibit a certified public accountant, a public 
accountant, or a public accounting firm lavvfully practicing in another state from . 

·:·· ' .... temporarily practicing in this state incident to practice in another state, provided that an.;· 
. individual providing services under this subdivision may not solicit California clients, 

may not assert or imply that the individual is licensed to practice public accountancy in 
California, and may not en gag~ in the development, implementation, or marketing to ... 

· California consumers of any abusive tax avoidance transaction, as defined in., · >·.' 
suodi'iision (c) of Section 19753 of the Revenue and Taxation Code. A firm providing·./;) 

· services under this subdivision that is notTegistered to practice public accountancy in 
California may not so'licit Cali:f9rl}ia clients, may net assort or imply fhat the firm i.s 
licensed to practice public accountancy in California, and may not engage in the · 
development, implementation, or' marketing to California consumers of any abusive tax 
avoidance transaction, as defined in subdivision (c) of Section 19753 of the Revenue. 
and Taxation Code. This subdivision shall become inoperative on January 1, 2011. 
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fs1 ~Jetl=lir::tQ in tl=lis el=ls19ter sl=lsll !9f€ll=lilelit s !90FS€ln wl=l9 l=l9lds s valid ens et:irrent 
lieense, reQistrati€ln, eertifieste, 190Frnit, 9F €ltl=ler sYtl=lerity t€l !9FB6tise !9E~Iellic see9Yntsnsy 
fmrn a fereiQn 09Yntry, sr::td !awfe~lly !9FsstieinQ tl=lerein, frern tern190FSrily engaginQ in tl=le 
!9F61Stiso €lf !9Yiellie aeeeYntancy in tl=lis state inei€1ent to ar::t er::tgaQement in tl=lat eeYntry, 
19mvise€1 tl=lat: 

(1) Tl=le tem!9€lF61FY !9F61Gtice is rege:~late€1 !ely tl=le f€lreigr::t G€lt:intry and is 19eli€lrn=Je€1 Yn€1er 
aGG€lYnting 9F sY€1itinQ stsn€1arss ef tl=lat GeYntry. 

(2) Tl=lo 19ers9n d€les n€lt l=leh&l l=lirnself 9F l=l9rself 9Yt as leloinQ tl=le l=lelser €lf a vali€1 
Galif€lrnia !Sermit t€l !9F61GtiGe !9YielliG 61C89Yntsney 9F the h€llder sf 9 !9Fastiee wivilsge 
!SYFsYant t€l Article §.1 (e€lrnn=~enGiAg with 5erni€ln §QQ@). 

5050.2. Practice Without Permit. Temporary Practice, and Discipline of Out oi 
State or Foreign Accountant an Individual or Firm With a License From a Foreign 
Country 

(a) Nothing in this chapter shall prohibit a person or firm that holds a valid and current 
license. registration. certificate, permit. or other authority to practice public accountancy 
from a foreign countrv. and lawfully practicing therein. from temporarily engaging in the 
practice of public accountancy in this state incident to an engagement in that country, 
provided that the individual or firm: 

(1) Is regulated by the foreign country and is performing the temporary practice in this 
state under accounting or auditing standards of that country. 

(2) Does not represent or hold himself. herself. or itself out as being the holder of a 
valid California permit to practice public accountancy. 

(3) Is authorized to practice in another country and does not have an office in this 

(4) Shall be deemed to consent to the personal, subject matter. and disciplinary 
jurisdiction of the board with respect to any practice under this section. 

(5} Shall cooperate with any board investigation or inquirv and shall timely respond to 
a board investigation. inquiry. request. notice. demand. or subpoena for information or 
gocuments and timely provide to the board the identified information and documents. 

(6} Shall not perform any services in this state that the individual or firm is not legally 
authorized to perform in the country of principal place of business. 

(b) The board may reveke, SYS!SeAd, issue a fine pursuant to Article 6.5 (commencing 
with Section 5116), or revoke. suspend. or otherwise restrict the right to practice in this 

or otherwise discipline a person with a license. registration. certificate, permit 2r 
other authority to practice public accountancy from a foreign country tl=lo right the holder 
of an authorization t€l !SFOGtiee wndsr sY!elsivisien (9) or (c) €lf Ssotien 8Q8Q, subdivision 
(a) of Section 5054, or Section 5096.12 for any act that would be a violation of this code 
or grounds for discipline against a licensee or holder of a practice privilege, or ground.§ 
for denial of a license or practice privilege under this code. The provisions of the 
Administrative Procedure Act, including, but not limited to, the commencement of a 
disciplinary proceeding by the filing of an accusation by the board shall apply to this 
section. Any person whose authorization to practice un€1or sylelsi',risi€ln (9) e--r--f6j €lf 
Sesti€ln 8Q80, subdivision (a) of Section 5054, or Section 5096.12 has been revoked 
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· 

·· 

under this section me\¥ apply·fdr reinstatement of:the authorization to practice.~. 
• 

1 
, ) •• se~ts€livisi€JFJ €8.) ~ €lf Seirstie.n !iiiQ!iiiQ, ·subdivision (b) of Seo:fiie.w5054; or·Secl:ieri 

5096.12 not less _tflan .one year afte.r·.th.e effectiv~ .d~te of:fhe board's debisiqo revoking;,_; 
·the authorizatiorn to ·prac~ice unless.. a long.er time.,,notto.:exceed th.re.e.y.e.ars,is specified 
: ·ir:1 the board's decision revoking the authorization to practice: · , ;' · 
· .(ill The board:rnay admir.Jistratbtely·s·uspe.nd the authorization of an~rperson td....' ..

. · practice e~FJ€li€Jr se~89ivisieFor (8) ~ €lf S€l9tiel"l !iii@!iii'G, subdivision ~a) of SeotiqA.5051, o.r. 

· Section 5096.12 under this s.ection for: any act that would 'be grounds foradmihistF'a:ti~e 


suspension under Sectior.J 5096.4 utilizing the procedures set forth. in that section . 

..5054. E:x<ception for Certain Ta:x; Preparers
'' ' ' 

.. '·; (a) Notvlithetandin_g any other provision of this chapter, an individual or firm'ho:lding·a 
' valid and current license, cortificat'e, or permit to 'practic~ public accountancy from l.},. 

·another state may prepare tax returns for natural persons who are California 'residents"· 
: . ;or estate tax returns for the estates of natural persons who were dients at the time at·. 
· · death 'Nithout obtaining a permit to practice public accountancy issued by the board .·, 
r: ··.under this chapter or a practice privilege pursuant to Article 5.1 (commencingylith ··• :!1,' 

·'''·section 5096) provided that the individual or firm does not physically enter Calitorniq ,to"
practice public accountancy pursuant to Section 5051, does not solicit Califor'nib:cUonts, 
tind does not assert or imply that the individual or firm is licensed or registered~lo:·'-··.·,·~··-

,-.practioo public accountancy in California. " . . . _ . . -· _.·:""··:'tt;,h 
·,· .. {b) The board may, by mgulation, limit the number ·of tax returns that may he 'preptl~,g 
..pursuant to subdivision (a). . ':~iJ~i 

~:.\ 

·. '"}f~~i 
Out-ofMState Certified Public Accountant Applying fo.r California License ·;· ~--

,. fa1 Any individual who is the holder of a current and valid license. ·certificate. or perrnit. 
:as a certified public accountant .issued under the laws of any state and who applies to -~ · 
the board for a license as a certified public accountant under the provisions of Section · 
!3087 may, until the time·the application for a license is granted ·or denied, practice 

, :public accountancy in this state only under a cross-border practice privilege · · . 

.~e~rswsflt t€J the provisions of Article 5.1 (commencing with Section 5096), except that,_ 

'for purposes of this section, the individual is not disqualified from a cross-border· · .. · 

practice privilege during the period the application is pending by virtue of maintaining a~ 


'office or principal place of business, or both, in this state. The board may by regulatibh~ 

· :provide for exemption, credit, or proration of fees to avoid duplication of fees. . - · · · 


· r : (b) This section shall become operative on January 1, 2006. . :·· ;· 
... 

0 
•L i A~~>' l 

5092. Pathway 1 ' I 

(a) To qualify for the certified public accountant license .• an applicant who is applying 
under this_section shall meetthe education, examination, and experience requirements~ 
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specified in subdivisions (b), (c), and (d) or otherwise prescribed pursuant to this article. 
The board may adopt regulations as necessary to implement this section. 

(b) An applicant for the certified public accountant license shall present satisfactory 
evidence that the applicant has completed a baccalaureate or higher degree conferred 
by a college or university, meeting, at a minimum, the standards described in Section 
5094, the total educational program to include a minimum of 24 semester units in 
accounting subjects and 24 semester units in business related subjects. This evidence 
shall be provided prior to admission to the examination for the certified public 
accountant license, except that an applicant who applied, qualified, and sat for at least 
two subjects of the examination for the certified public accountant license before May 
15, 2002, may provide this evidence at the time of application for licensure. 

(c) An applicant for the certified public accountant license shall pass an examination 
prescribed by the board pursuant to this article. 

(d) The applicant shall show, to the satisfaction of the board, that the applicant has 
had two years of qualifying experience. This experience may include providing any type 
of service or advice involving the use of accounting, attest, compilation, management 
advisory, financial advisory, tax, or consulting skills. To be qualifying under this section, 
experience shall have been performed in accordance with applicable professional 
standards. Experience in public accounting shall be completed under the supervision or 
in the employ of a person licensed or otherwise having comparable authority under the 
laws of any state or country to engage in the practice of public accountancy. 
Experience in private or governmental accounting or auditing shall be completed under 
the supervision of an individual licensed by a state to engage in the practice of public 
accountancy. 

(e) This section shall remain in effect only until January 1, 2012. and as of that date is 
repealed. unless a later enacted statute, that is enacted before January 1, 2012, deletes 
or extends that date. 

5109. 	Jurisdiction Over Expired, Cancelled, Forteited, Suspended, or 
Surrendered License 

The expiration, cancellation, forfeiture, or suspension of a license, practice privilege, or 
other authority to practice public accountancy by operation of law or by order or decision 
of the board or a court of law, or the voluntary surrender of a license by a licensee shall 
not deprive the board of jurisdiction to commence or proceed with any investigation of or 
action or disciplinary proceeding against the licensee, or to render a decision 
suspending or revoking the license. 

5116.6. Definition of "Licensee" 

Anywhere the term "licensee" is used in the article it shall include certified public 
accountants, public accountants, partnerships, corporations, individuals licensed out-of
state practicing in this state under cross-border practice, holders of alternative firm 
registrations. holders of practice privileges, other persons licensed, registered, or 
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othe!"\.1\iise authorized·to·practice'pub'li.c accountancy under this chapter, anel persons 
·'J.\fho are in violation of any ,pfcNistd:h ofAr'ticle-5.1 '{:c0tnrrrer:lcing witb S'ectiGrn 5tl9'6~..... 

\, " 
.,\, 

:,, 5134. Fees ··. • I '·. . ·' 

. '· ':, , ' , I '"f)' 1' ' •· • .; ·, ' /'! , ; . ~'(f.: , ,_ 

· ·.: '· :··.·.·the amour1t of fees presotibeq by tn'is·dhapter.,is.as fol'lows.:' · ::. ·· 
' ,i .,r. • M ~·"· ' 

. <t ; 
." 

j•"' 

' ·r. . ~' .• ,., . 
.;. ' f 

' ' 
;, ' \l 

. ·.(a) The fee to be charged to eacrr· a;pplicalit for the certifi'ed·publio accounta'rJt ··· <', • ·, 

.·· ..examination shall be fixed by the board at ah amount not to exceed six hundred doHa·rrs, 
'($600). The board may charge a reexamination fee not to exceed seventy-five do.Uars",! · 
·($75) for each part that is subject to ree~amination. · .. . 
· · (b) The fee to be charged to out-of-state candidates for the certified'public at:couDt~tJt
examination shall be fixed by the board at an arnourn~ not to ex:ceed sixh1mdred dollars · 

, '($600) per candida~e. · · . . · · · : .· · 
··. · · (c) The application :fee to be charged ito each applicant for issuance of. a certified . ·' 

>.public accountant certificate shall be fixed by the board at an amount not to exceed'fWG 
hundred fifty dollars ($.250). · J·• • 

. (d) The application fee to be charged to each applicant for issuance of a certifiea''~'':i{·~ 
gl\JbHc accountant c.ertificate by wa·iver of examination shall be fixed by the board at'an. 

. i:imount not to exceed two hundred fifty dollars ($250). ,. ' · . , ~, 
:'·\,(.e) The fee to be charged to each applicant for registration as a partnership:o·n. ...' •;.•...· 
· ,professional corporation shall be fixed .by the board at an amount not to. ~ex:ce·~cf'J:wG • : 

hundred fifty dollars ($250).· · · · ·· ·:··" ,·, , 
. {f) The boar-d ·shall fix the biennial renewal fee so that, together with the estimatea~;;~f"'. 

· ··>ar:hount from revynue otheTtha:@:~bat·~generated by sUbdivisions (a) to (e), ·inclusive, ··· 
·reserve balance hn the boa~cl' s· contingentfund shall be equal to approximately nine 
rnonths of annual al::ithorized expenditure( Ahy increaseln the reri.ewal fee shall b:e. · 

·<Anade by regulation upon a determination h>y the board that additional. moneys are·. . 
. required to fund authorized expenditures and maintain th:e board's contingent fund '. 
reserve balance equal to nine months of estimated annwal authorized exp.end'itures ·i.rt;· 

.....the fiscal year in which the expenditures win occur. The biennial fee for the renewal of· 
e.ach of the permits to eilgag.e in the practice of publlc accountancy specified in Section 

/. :5070 shall not exceed two hundred fifty dollars .($250). 
(g) The delinquency fee shall be 50 percent of the accrued renewal fee. .. , , 

, . ,. (:h) The initial permit fee is an amount equal tG the renewal fee in effect on the la'§lt.'': 
;;,.·regulcar renewal date before the date on whicfu the perrnitis issued, except that, ift~~;~:: 

permit is ·issued one year or less before it will expire, thell the .irnitiiafp.ermii fee is"an'i' 
amount equa'l to 50 percent of the .renewal fee in effect ori .fhe last regular renewal date 
before the date on which the permit is issued. The board may, by regUlation, provipe for 

· ·the waiver or refund .of the initial permit·fee where ·the permit is issued less than.45··aa.ys 
before the date on which it will expire. . 

... 	 (i) (1) On and after the enactment of Assembly Bill 1 868 of the 2005 ·06 Regular: /. 
Session, the annual fee to be charged an individual fur a practice privilege pursuant to 
Section 5096 with an authorization to sign attest reports shall be fixed by the. board at · 
an amount not to exceed .one hundre·d DNenty five dollars ($125). 
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(2) On and after enactment of Assembly Bill 1868 of the 2005 06 Regular Session, the 
annual fee to be charged an individual for a practice privilege pursuant to Section 5096 
'Nithout an authorization to sign attest reports shall be fixed by the board at an amount 
not to exceed 80 percent of the fee authorized under paragraph (1 ). 

ffi ill The fee to be charged for the certification of documents evidencing passage of 
the certified public accountant examination, the certification of documents evidencing 
the grades received on the certified public accountant examination, or the certification of 
documents evidencing licensure shall be twenty-five dollars ($25). 

fk) ill The board shall fix the fees in accordance with the limits of this section and, on 
and after July 1, 1990, any increase in a fee fixed by the board shall be pursuant to 
regulation duly adopted by the board in accordance with the limits of this section. 

fl1 .(Js2 It is the intent of the Legislature that, to ease entry into the public accounting 
profession in California, any administrative cost to the board related to the certified 
public accountant examination or issuance of the certified public accountant certificate 
that exceeds the maximum fees authorized by this section shall be covered by the fees 
charged for the biennial renewal of the permit to practice. 
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ATTACHME~\]T 2 

It was moved by Mr. Ramirez, seconded by Mr. Swartz, and carried unanimously 
that the CPC recommend to the Board that the exclusion from mandatory peer 
review discussed in the September 2007 CPC and Board meetings be "any work 
subject to inspection" by the PCAOB. This was a change from the September 
recommendation that the exclusion be for "any work inspected by the PCAOB," as 
stated in the November 15, 2007, handout provided to CPC members. 

The CPC agreed that peer review for out-of-state licensees wou1d begin when 
mandatory peer review was initiated in California. 

After comments from Ms. Hariton and Mr. Newington, and discussion by the CPC, it 
was moved by Mr. Swartz, seconded by Mr. Ramirez, and carried unanimously 
that the CPC recommend to the Board that peer review not be required of out-of
state firms whose states of licensure do not require peer review, and that the 
Board accept for crossMborder practice the requirements that the other states 
impose on their firms. This decision reversed the earlier agreement referenced above 
that the CPC's and Board's intent was that firms in these circumstances be required to 
have peer review. 

Mr. Bishop stated that the peer review requirement in the UAA does not apply to 
individuals crossing state lines. Mr. Bishop suggested that once peer review becomes 
mandatory in California, then out-of-state firms doing audits should be subject to peer 
review, so both in-state and out-of-state firms would have the same level of 
competency. 

Ill. 	 Consideration of Revised Statutory Language Related to Cross-Border Issues 
Discussed at July 2007 CPC Meeting. 

Mr. Rich stated that the proposed statutory revisions for cross-border practice in the 
November 6, 2007, memorandum, and in the additional memoranda distributed at the 
CPC meeting, were based on the existing statutes for practice privilege. Mr. Rich 
indicated that it was not necessary for the CPC to take formal action on each section 
since the CPC and the Board would vote on the proposed language in its entirety (see 
Attachment 3). However, the CPC chose to vote on each proposed statutory revision. 

In Section 5096 Cross-Border Practice Privilege General Requirements, Mr. R.ich 
noted tho addition of Section 5096 (c)(6), i.e., that a practitioner.may not perform 
services under cross-border practice that the practitioner was not legally authorized to 
perform in the state of principal place of business. 

Mr. Rob:nson suggested, and Mr. Dufey agreed with, striking out the language 
regarding substantial equivalency, "which have been determined by the board to be," in 
subsection (a)(3) and adding "are." Mr. Ritter stated that the suggested change was 
consistent with the concepts of "no notice" and the cross-border concept. 
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• • 

• 	 l ', 

M:f. 'Howard expressedCbn1tJ3m thEft if the-Boa'fd1s 6eterrr1'ihatiqn. of sub~t.§nti'~t ·.·. ·'' .· 
~quivalence 'were e'l1nj'in~t8,gl,thatebfot6ernentacti.ons' ~gai·pst ¢ractiho.r~et:' ... ·~·.yitir~ifah 

. . .of Californla· l'aw 'ftr~.a0; to·be;,~~~en ;~fter the fa:cf. +4~··~ske;§LWhat __ , •. ,.):~(~;§;,,~:,-~· · 
. yv6uld' be·in 'place qr con~u·rhEfh~L 1\llt:.. SV\f·artz stated thaftheBo?tf~,.did' n ~e 'th~ ·. ~··~ ' 

. . . . : a~thqrity·to deterrif:tr:~·0(~fco~~:ta,le:s ;~.c~;~.u-b'st?~t!ally eq'ufvl~\eri;f, ·!t~\~~. '··" l ·:~~~~~:gg~~$-t~8
' .ch~nge vyas made bf'.rYot. Mr:.,·;RilteYstatea'that'the problem was·lrfaf'determinatiorf"1

'' • 

.wowld b.e'made af!~: t[)e,fac}k;~_.\t~~~u:gh ~h~.s~~·QeSteq change would be .cq,Q,~istl=lpt with 
cross-border' philosophy. ""''''' ·· · , .·· "·· · · .. .. • •::,'-" :.. · ' 

~ " ' 	 'i' !'- " i" '; 

Mr. Ritter stated tha,t with a"!JQ noticE?".cr.oss,..bordE;:r prpg.ram, the Board can revo~e.a 


.cross-"bordi:lr practice it the· pH:rcfit(onef acq1Jired a 'disqualifying 'condition durin~ k'i~·sv· 

,. her cross-border practice within California. However,. there was a due process isi6/f .·t 


· . ·when a suspension· would be implemented withnut a hearing ahd when· the notice to' fh~ 
..practiticmer would. be''seht after 'the susper,.sion had ta'ken effect. .Mr. Ritter· sUgg~sfetF':r
' ' ' ' ' - f . ,• ' : . . ' ' - ' . • ' ' . ' • ,. . ,, _-"., ' ·~i 

. · that the suspensic;rn, proX7i?ion be· taken out of this se,ction, at:l.d that a_provision f<x.qu:§."; 
. , process bB adde_d)q the ~tatutory language .. !Vlr.'Driftrr:!ier summari~ed thaftbe seconq 

itsmal·l (~ )" from. A.~tad1meht 4 wo·uld be t·ncnrporated into Section 5Q96. · 
" ' . ' ._,~ ~ 	 -t" ,• ~ 

.	'M:~; Ritter dJscusse~'itflat i.n pra:clibe priv!l·ege{;a predetermination is made that an · 
'Tfidividual cannot pr~cfice in·California·if'they·had disqualifying condHions:·~Th:efEr'was 
no: due process issue in that situation because nothing had yet been g'ivento .foe' ·. · 
p~actitioner that would then be taken away. He stated that, by contrast, th.~}e~i'§· ~due , 
'process issue wheh a CPA 'is :already.in the state practicing .. Mr:~.Ritter'be'fie,veo fhat 

. ,.. .due prooe~s conc.erns were raised if the Board a.wtomatically revoked the t=i'fl~Heg.e·to 
practice without an appeal process when a condition arose, such as an inquJiry. .:· 

Werne(questioned what was being suspended or revoked under those 

tvis. Sigmann 'that tP,e subject ofadm[nistrativesuspenslons and due proc~s~~~· ·"·, 
.section -5096.4;: 'be di·scu'ssed in tne January ~QOB meeting after more .IE?gar lq:¢4t 

' ' • 0 t I •"•< ~" " ' ; 	 o • I { ! 'f > \"'~t~!:•' ·was. obtained. · 
\f.(', • 

.. "	.. Mr. Howard reltera·i~CI 'hi·~ c;:oncerns ·ahd objection to elimi~ating notice". due to tb\~ .· ..· 
''preclus.lonoffbe state be·ing abl·e to check intd the qualifications before tlle'Buf~o'f~st"aM' 
practitioner causes harm to California consumers. ., 
.._,. 	 ' ~ . ' . ~ ' ''" 

;):_,. ',,,, • - . ''.;; . ' 	 ' . - ,_ ·,,. •'l;) ·_.,' ,'1{" _.. 

. ·In respons~to questionsfrom Dr. Charney, Mr. Newington stated that he believed tHat 
'ho!ificatidn was 'prefera~le tb "A6 notiqe.". His ,oeliefwas based pn inqividua!s being . 

: r:nade 9ware of California rules. and requirements lri the r\otit'iC'~1ion process, and that 
·, the Board would ha\le l:/Omething to take away if enf0r'ceme.nt actioJls became, .. 
. necessary.:' ' · · ··. ·· : .t·',.. 1'· ·· · · -~ •·. ·• · ·· : .:.~::'·.· .: ·· ,•. ·:· ·•: ' 

;;, < ' ;; ' ' \ I< ' ';< ·• - ' ~ ·_, ; \ ' ' • \ -Y ~ " \ 

. 'Mr. Newington al'so expressed concern regarding the Board taking a·ctions against ou·t
of-state practitioners, and whether those individuals' states of licensure would also take 
effective disciplinary actions once informed by California of their licensee's violations. 
Mr. B.ishop stated that the "no escape" concept was clear in the CPC's decisions on 
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cross-border policy, and that he had observed that disciplinary actions were taken by 
states when notified of their licensees' violations in other states. Ms. Werner stated to 
the CPC that prior to January 1, 2006, California had one of the most liberal "temporary 
and incidental practice" statutes in the nation, and there were no problems related to the 
statutes, since the Board resolved any issues that arose. 

After thorough discussion, it was moved by Mr. Swartz, seconded by Dr. Charney, 
and carried unanimously that the CPC recommend to the Board that Section 5096 
-Cross-Border Practice Privilege General Requirements be accepted with the 
modifications discussed. It was moved by Ms. Anderson, seconded by Mr. 
Ramirez, and carried unanimously that the CPC recommend to the Board that 
Section 5096.1 -Practice Without Notice be eliminated as presented by staff. 

The CPC discussed Section 5096.2- Deniai of a Cross-Border Practice Privilege, and 
the reason for the proposed change from 60 to 15 days for an individual to submit a 
notice o,. appeal and request for a hearing. Mr. Ritter indicated that the proposed 
change was in keeping with the Administrative Procedure Act (APA). After discussion, 
the CPC decided that 15 days was an adequate time within which a practitioner was 
required to notify the Board to appeal and request a hearing. It was moved by Mr. 
Ramirez, seconded by Ms. Hariton, and carried unanimously that the CPC 
recommend to the Board that this section be accepted as presented by staff. 

The CPC discussed Section 5096.3- Discipline of a Cross-Border Practice Privilege. 
To ensure that practitioners' original states of licensure be notified, the CPC 
recommended to the Board that a subsection (e) be added to read, "In the event the 
Board takes disciplinary action against a person with cross-border practice, the Board 
shall notify each state in which that person holds a license, certificate, or permit to 
practice." It was moved by Dr. Charney, seconded by Mr. Ramirez, and carried 
unanimously that the CPC recommend to the Board that this section be accepted 
with the modification discussed. Mr. Bishop added that the UAA does not require a 
state to notify the other state; however, it does require that if one state refers a 
complaint to another state, that other state shall investigate. Mr. Bishop stated that 
through this process, California's ability to investigate a complaint could be enhanced, 
and California would not be limited only to taking disciplinary action themselves. 

The CPC noted that discipline of a California licensee is published on the Board's 
website. Ms. Sigmann added that the individual's other state or states of licensure are 
notified if the Board is aware of the license in other states. 

With respect to Section 5096.5- Signing Attest Reports, it was moved by Ms. 
Anderson, seconded by Mr. Swartz, and carried unanimously that the CPC 
recommend to the Board that this section be eliminated as presented by staff. 
Regarding Section 5096.6 Delegation of Authority, Executive Officer, it was moved 
by Dr. Charney, seconded by Ms. Hariton, and carried unanimously that the CPC 
recommend to the Board that this section be accepted as presented by staff. 
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\' ' •' I • , ' i "", , ,. ' 	 , • .,< , '-. 

M.s. Friberg stat~d that in usihg the terril' "perso,nu in prop()sed statutory la.nguage,)he. 
perinition incluoed individual, C\ ,r5:srtnershlf?, a firm; ~.q.assg9i~ti9_;n, a litTI.ited: liabilil:Y:)'.: 

· ·:company, or a· corpora:ti9n. M):, Ri±\~r a8dec;l that definitions ro('prl,ncjp:l:8·pl'a.ge, dt '.~·~:.. 
~:~Jsiness"·or linome office" 'were j::>r~blemati~ in 't!Vi~,Q .te defil)e, ::;b he ~e'coi'T)mend~qj_~at 
they not be defined .iD the proposed statutol)t lah/;:}'l.Jage. For .~eotidn 50'96.7- h.,J.,,,, 

Definitiohs, it was'moved oy·Mr. Ramirez, seconded by Ms. Anderson, and cartJ~J:I 
unanimously that the CPC recommend to the Board that this secti'6n be a66e,pt~p

' 'as ·presented' by';'• staff. ' ~ ' . ," "'· ' : ' '., :. ' \ i.;t"J;:'< < :' ; ••• 

. ' 	 •• ..t,-c 

l ~ • , '·I ., . • 	 : ~~~·· ..:·: 

After discussion regard1ri.g Settion 509B. tO -.Expenditure Authority to lmplemeht· . 
Cross-Border Praotio~ Privllogd; :it ~as moved by Mr: R'arriire·z, secbnded by .rvts:,.: .;- .,, 
Hariton, ancl carried unanimously' that the cpc recomme'ndtotheBo·ard th'~t'th'is 
section bt? a_c~ep~ed a~ pr:s,ente;!d by 'star( Withresp-ecttp~~eDtion 5096~ 1t:; r: 

1
S.unsetDate of This Article, 1:t was moved by Mr. Rarn1rez, seconded by Ms .. t;arrt!).n, 
and carried 'i.Jnanimously, that the CPC, fecorntTiend to trre Board fhat this '.~~c;tton 
be eliminated as presented by staff. .: . \ · ·· -· ·o' ·r 

' ., 
, ·· ··, r-'r:-i 1 

Th·e CPC discussed Section 5096.12- bimited Alternative Registration for Out-of,.;State 
_· firms Performing Attest Se'rvices Practice. Ms. Friberg pointed out that the propqse~:~; 

•. : ·· . 'laRguage indude_d the .worc;V'J-:j;9la·p€J~ariers,/:.vvhich-wa~ R1¢_Fe, ~a:$.il~ YD~:<:;r~tqc)'d, t~~hJn~ 
term "home offibe:'1 Mr'. Shultz ihdica:tea· tl1afthe'C·cahiment sed[d'n telate~d to'Hlfs'' 
.Se,ction was not correct. He statf2G 1that Attac;;Jlm~.f<l-tp,.-Which vyas..e:rnai,te<;l to· ~.oard 
Agenda recipients, listed UAA languagetlli:it the B.()~-rd might ·a.o~.s'id~j" fqf tbh> :Pc9p,osed 
statute. The CPC agreed to reoom'mehd te.:th-e'B6afd that the pd:iposed Ja:n.guag.~,.,.i .· 
Section 5096.12 be redrafted to address attest serVices as defined in numbers 1,''3~ · 
4 of.Attachment 5. It was moved by Ms. Haritqn, seconded by Mr. Swartz, art ;~~j,.:,:~. 

· · ..carried unanimously that the CPC recommend to the Board that this section htt(·' ' . 
· accepted with the modification discussed. . . . ' ··::ti';ft:~ 

' ' 	 : • ' < ·' • • '· ·'· -, ; '': > -:--J~;·t· 

. ·After discussion regarding Section 5096.13- Out-of-State Firms Performing. 1\lon-:Att~st 
Services Information, .it was moved by Mr.. Rat:ri{ez., seconded by Dr: Charney; aJ;J~ 
-carried unarlimously that .the CPC recommend td the Board that this section b~ '·" 
accepted as presented bistaff. With respect to' Section 5m~6.14 ....:. Saf~ Ha rb0r ·~. 
Extension, it was move.d by Mr. Ramirez, secohded by 'Ms. 'Anderson, ahd carded 
unanimously that the CPC recommend to the BOard that this sec,ti9n b~ ....·· ... -~·. 

· ~liminated as presented by. staff. Regarding Section 9096.15 - Prf1cti'c·e· Prlvii~9~e,:::_: 
: 	 'Fees, it was moved by Dr. Charney,· seconded by Mr. Ramirez, and ca~ti~c:~-;_;"' 1'~ "' 

!J:r;~animously that the CPC recommend to the B.oard 'fhllt this section be 
el:irtilnated as preser;tted ,by staff. .... .,. ' • • I 

' r •• ' t' ' l \ • ... i. 

In· Section 5'o35.3:--·"F.ir~" Includes, th.e CpC, dis~~ssed 'the deletion of th~ lang~~d;~ . · 
1. ._ , ,',;,,1.•• ~ ,,',"·'• ,~ }, 'I 1•~,~, t\:~' , ,_,,, ,,' \·' .,,,, •('\.;;~,...· ... ~1

":5'054 and" wf.lrch related to tax prep~rers . .It was moved by Ms. Anderson, ~e9o.r:idj::d 
.by Dr. Charney, and carried uhanimously ttiat the GPG -repomrJ:lend.tp the.Boartf 
rhat this section be accepted.' with Hie modification discuss.ed. . . " 	 ' . '. ' 
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The CPC discussed Section 5050- Practice Without Permit, Temporary Practice for an 
Individual or Firm With a License from a Foreian Country. Mr. Robinson stated that this 
section shouid remain as it was, and that the "temporary and incidental" exception 
should remain for accountants from foreign countries. He went on to say that earlier the 
Board had decided and the Legislature had concurred that temporary and incidental 
practice in this situation should remain because it was not a problem. In addition, 
accountants from other countries were following the laws of, and working under the 
standards of, those countries. As such, those countries were independent entities with 
their own sets of laws. Ms. VVerner suggested leaving the statute but relocating the 
portion related to foreign accountants to a different section. Dr. Charney added that the 
work done by foreign accountants was done for their own countries rather than for 
entities in the United States, so the work products had no effect in the states. 
Consequently, there would be no purpose served to apply restrictions. Ms. Sigmann 
stated that this section would be redrafted by staff to separate the general licensure 
requirements from the specific statutes related to foreign practitioners, and it would be 
presented in the January 2008 CPC and Board meetings. 

Section 5050.2- Discipline of Out of State or Foreign Accountant an Individual or Firm 
With a License From a Foreign Country was discussed. The CPC pointed out that since 
this dealt with foreign accountants possibly violating California laws, it was a separate 
issue 'from Section 5050. This section will be redrafted by staff for the CF'C and Board 
meetings in January 2008. 

VVlth respect to Section 5054- Exception for Certain Tax Pre parers, it was moved by 
Mr. Ramirez, seconded by Ms. Anderson, and carried unanimously that the CPC 
recommend to the Board that this section be eliminated as presented by staff. 

The CPC discussed the rationale behind Section 5088- Out-of-State Certified Public 
Accountant Applying for California License. This section would allow the out-of-state 
practitioner who has applied for a California license and opened up an office in 
California, to practice under cross-border while he or she is waiting for the California 
license. Otherwise, out-of-state practitioners are prohibited from opening an office in 
California without a California license. The proposed statutory language would delete 
language that is no longer applicable. It was moved by Mr. Ramirez, seconded by 
Mr. Swartz, and carried unanimously that the CPC recommend to the Board that 
this section be accepted as presented by staff. 

The CPC discussed Section 5092- Pathway 1, which proposes to postpone the sunset 
date of Pathway 1 until 2015. Ms. McCutchen discussed the staff's reasoning that the 
earlier sunset date of 2012 would create hardship for individuals who were following 
Pathway 1, by allowing only three years for them to complete the process. Mr. Bishop 
stated tlat 2012 was a trigger date whereby any state that passed that law with a 2012 
date became substailtially equiva1ent ir other states. The substantial equivalency 
status would be a significant benefit to the state's CPAs. California currently is not 
considered substantially equivalent because the existence of Pathway 1. 
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1

·,\ J.:,' 

·[Vlr. Driftn)ier stated his beli~fthat it-would be difficult to have the Legislaturea.·f?prpve 
"'':proposed mobllity·st8'~ules:if. .dt:nta itself.w6uld ·11at tDe's.Llbstadtl:ally i£l~'uivat~h1~~btil· 
. ~o15. The"CPc;•agree2J. th?t..· .. ¥s't1'ri;sef dater for'P<qtnwa·y.1'.sh6.~1Hrerm9ih 1 •9'e~t;\'{2;t~·h:a. 
··not be extended to 2B'15\·· ifyJ.as ·m~bv~:d by Mr.. Ramirei,7 s~icCfnded ·biy·D:r:·~cH~hn:~,y;; 
and carried unanJ.~o.ja§ly'<:t·h;at tffl·~::cp·G::·'recomtn'Emd'to)!hfi Bo·ci:?d tllat'Jthi& seHtf6·~d. 
. . ,., , · , 't~_, - : "'' ' v.·- • ,... !i · ' '· .. ·\ ~>" '" -~ .· ""'' • "~' ,._,.,. ;·· 'L" ...

, be ·aCCepted Witii\ trfl;f'mdqjfiidati;Ofl di§CUS1Seld. •. . . I' ·'· :·" ;.; .::"" ' ;;•i,; ' •><:.j.\•i 	 li 

· ./ .:~t~l~k !:; {, .~ •· ~~~:-~ :-.~.l·~v r:v..!.lt) ... ; (.,~!' .. ;:· _,. .. : - ~.J .:· 

··< . ::<R'egardinr;j'Secti0r.l.s·~·69- Jtl·rl4ai6~i6n'Oy~·r Expired, ·eandai'l~d. Fotf~f&~th1S\.r~~p'efura§·H; 
. or,Surrehrje·fed L'fcense,, 'it 'was mdved bY'Dr. tharney;:sec6ndetJ'I:)yx:tyi:F:;Rallf)fret:n· 
·~and darrie·d· unanimously that the .c'p·e ret.ommend to the Bciard th:a·t -thi~ ·se:Ctit5h' 

" .he accepted as presented by staff.. With respect to Section 5116.6 ~Definition·of. 
'ticensee'", it vias moved by Mr. Swartz, seconded by Mr. Ramirez, and carried 
u'nanimously that the. cpc·recomrriend to the Board that this section be accepted 

.. as presented by staff., Fb.r Section 51.34- Fees:, it was moved by Me Ramlrez·, 
'seconded by ~r. 'Hi:i'rfton; 'arid c;drried unanii:hdtJ~iy.that the CPC r'eqonmiend to 
the Board tha·t this section ·he accepted as prEf·s:ented .by staff. . . ' . 

' . • 	 ,, .J • • 

·v. Consideratid~ 

·MF: N'ewington presented the proposed ·statutory language, and propossp oeloetitJ~'i'of"'·'· 
the speCific regulation, related to rem9val of the self-reporting requir~ment~:':for ·· . ' · 

· festatements as was disd1~ssed arthe July .2007. Board m\3eting· (se~;-t\ttei:ti\ln~:~f6) . 

. ltyvas moved by Ms. Hariton, secon:ded by Mr. Swart~, ·a-nd .carrieti u:?~il'l.m;b·u.st~,i,. 
that the CPC recommend to the Board the removal of the self~reportrng . . · .·.·'·'~· 

. . ' "' ''"'"·''"!
. ,requi'irements ·for restatements" in ·current Section 5063, as well as a ·regutatorf':':,. 

phange to delete Section 59 if the proposed statutory changes become law . 

. .:· :' VI:. Discussion Related to Whether a CPA, with p G~neraltice.nse Operating cis· aSQie··· 
.·'o,,. · , . Proprietor Conld Co'mplete an Atfest Erigagemeri:t if a CPA with an Attest·uceo:s·~'::·. · 

· Signs the Report. l.< ···~·[·· 

' 	 . 

. Mr. Newington ex'pl?if!ed. the· ~i·iuation that led to this agenda item (Attachment 7~: Two 
, ~~A" Licensed CPAs ipquired whether thelf could sell their practice to a "G" License'pl : ··· 
CPA who wished to operate fhe bustness as a sole proprietor. Mr. Newington ·state( · 
that cu,rrent ,stS:tu~es do not pr0fii6lt this situation Jf the CPA who signs ·thereporl:s\naH". an 'up.;'"' license..• . '• ' , 	 . 

.	Ml. Driftm.ier and Mr. Swartz ,expre'~sed'thr:lir .concer.ns thc:~t this sftua~iuq_; ·ho0evef, ::' 
misled· corisurreri:r: Mr.: Ritti:d'wi'l'l review this issUe. fof' copsiste'ncy'·with current st~h:tt~~. 

· a:nd. he will draft a statute pluEi proviC:le co·Qditlons regarding this situation for fbe O'P'C·:~~ 
and Board meetings i'rY January 2008. . " . · . : . : ·· . , 

' i ". < ' 	 ' ' 
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